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Preface. 

The  main  purposes  of  the  present  paper  are   

First:    To  define  industrial  insurance;  to  snow  its  limitations  and 
conditions;   and  to  point  out  its  distinctive  features  and  essential  cnar- 
acterist  ics. 

Second:     To  trace  briefly  the  history  of  industrial  insurance  in  Eng- 
land, Germany  and  tne  United  States;  to  trace  the  growth  and  development  of 
the  business  in  the  last  sixty  years,  keeping  in  mind  tne  aims  and  ideals  of 
the  founders  of  tne  business  and  the  lines  of  activity  for  wfaioh  it  was  des- 
igned. 

Third:    To  study  the  companies  in  operation  at  the  present  time,  with 


sVxrespect  to  their  form  and  methods  of  operation,  giving  special  attention  to 
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the  company  organizations;  to  tne  forms  ani  provisions  of  policies;  to  the 


•  rates  of  premium  payments  with  attendant  benefits;  and  to  the  methods  of 
valuation  for  the  purpose  of  determining  the  reserves  of  the  industrial  pol- 
icies. 

Fourth:    To  examine  the  experience  of  tne  companies  in  the  past  and 
also  the  present,  with  special  reference  to  the  matters  of  mortality,  lapses 
and  legislation,   including  taxation. 

Fifth:   .To  study  the  economic  and  social  value  of  industrial  insurance 
to  the  people  of  the  United  States;   if,   in  truth,  there  is  any  real  value  ir 
this  institution  in  relation  to  public  welfare. 

Sixth:    To  give  a  brief  summary  of  the  variojs  points  of  controversy 
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CHAPTER  I 

Introduction 
*  *  *  * 

It  seems  desirable  at  the  start  of  our  study  that  we  define  the  terra 
"industrial  insurance"  and  give  its  conditions  and  limitations  as  used  in 
this  thesis.    We  assume  in  this  thesis  a  knowledge  of  the  principles  and 
methods  of  "ordinary"  life  insurance.    With  this  as  our  starting  point,  we 
shall  limit  our  field  for  discussion  in  several  very  important  aspects. 

First,     We  shall  limit  ourselves  to  that  branch  of  life  insurance  known 
as  "old  line"  or  legal  reserve  life  insurance.    This  form  has  a  certain  de- 
finite premium,  determined  by  the  scientific  methods  and  upon  the  basis  of 
an  accepted  table  of  mortality  and  a  specified  rate  of  interest.    These  pre- 
miums are  paid  at  regular  intervals,  are  "level"  and  are  contrasted  with  the 
various  other  forms  known  as  "step-rate",  stipulated  premium,  assessment 
premium,  "natural"  premium  and  other  forms.    The  term  le^al  reserve  also  im- 
plies that  because  of  the  level  premiums,  there  accrues  during  the  early 
years  of  the  policy,  an  excess  of  the  level  premium  over  the  natural  premium 
this  excess  being  called  the  reserve;  this  reserve  is  set  aside  annually  and 
is  used  to  meet  the  costs  of  insurance  in  the  later  years  of  the  policy  when 
the  natural  premium  exceeds  the  level  and  the  deficit  must  be  made  up. 

Considering  the  business  operations  of  legal  reserve  life  insurance 
companies,  there  are  two  principal  branches  of  life  insurance 

(1)  Ordinary  Life  Insurance. 

(2)  Industrial  Life  Insurance. 

Under  ordinary  insurance  it  is  usually  assumed  that  the  insured  is  financial 
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ly  able  to  pay  annual,  serai-annual  or  quarterly  premiums  of  policies  of 
one  thousand  dollars  and  multiples  thereof.    It  is  the  purpose  of  industrial 
insurance  to  meet  the  needs  of  a  class  of  persons  for  whom  ordinary  insur- 
ance is  impracticable* 

Second,     ffe  shall  limits  ourselves  to  industrial  le^al  reserve  life  in- 
surance.   This  form  is  designed  for  the  wage-earning  classes  and  their  de- 
pendents, employed  in  the  manufacturing  institutions  of  the  large  cities  of 
the  United  States. 

Third,    We  shall  limit  ourselves  in  still  another  direction.    There  has 
been  a  common  misuse  of  the  term  "industrial  insurance".     With  the  increas- 
ing agitation  for  social  reform  it  has  been  applied  to  workmen's  compensa- 
tions and  benefits  for  industrial  accidents  and  diseases,  until  by  some 
writers,  "industrial  insurance"  is  used  for  measures  of  social  relief  of  any 
sort,  quite  apart  from  its  original  definition. 

Mr.  J.  F.  Dryden  said  that  Professor  C.  R.  Henderson  of  the  University 
of  Chicago  was  the  first  American  writer  to  broadly  apply  the  term  "indus- 
trial insurance"  to  outside  forms  and  thereby  corrupt  the  meaning  and  intent 
of  the  term,  as  it  was  intended  by  its  originators.    He  used  it  in  the  broad 
est  possible  sense  in  his  book  on  "Industrial  Insurance"  in  1909,  including 
under  this  term   

(1)  Local  relief  societies, 

(2)  Benefits  of  trade  unions, 

(3)  Fraternal  societies, 

(4)  Employer's  liability, 

(5)  Pension  schemes  and  many  other  forms. 

This  situation  is  much  to  be  regretted  as  criticisms  of  industrial  in- 
surance in  general  is  often  thought  to  apply  to  the  legal  reserve  forms  as 
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well. 

Industrial  insurance  is  fundamentally  family  insurance.     It  is  insur- 
ance for  every  member  of  the  family.    This  was  the  idea  in  the  minds  of  the 
founders  of  this  form  of  insurance.    Ordinary  insurance  is  generally  insur- 
ance carried  on  the  life  of  the  father.    Very  early  the  importance  and  des- 
irability of  insuring  the  chief  source  of  support  and  maintainence  to  the 
family  was  seen.    Clearly  his  dependent  ones  had  an  insurable  interest  in 
him.    But  this  form  only  covered  part  of  the  risk  of  the  family  and  only 
reached  a  part  of  their  needs.    Why  not  insure  the  mother  as  well?    Was  she 
not  the  important  factor  in  the  home  life  and  support  of  the  children? 
Gradually  this  was  also  seen  to  be  a  legitimate  and  necessary  form  of  insur- 
ance.    Still  later  the  necessity  and  advantage  to  the  family  of  small  income 
was  seen,  of  insuring  the  children  for  small  amounts,  as  well.    Clearly  the 
family  of  small  income  was  very  materially  affected  by  the  death  of  any  one 
of  the  family.     The  family  budget  and  savings  was  small  enough  at  best  and 
the  expenses  necessitated  by  the  death  of  a  child  was  sufficient  to  consume 
the  entire  savings  and  put  the  family  in  debt.     So  that  gradually  public 
opinion  came  to  regard  children's  insurance  also,  as  a  very  desirable  and 
important  institution  of  security  and  stability  for  the  home.    Thus,  the 
fundamental  idea  of  industrial  insurance  is  well  expressed  by  calling  it 
family  insurance. 

Further,  it  is  family  insurance  at  retail.    The  workman's  family  of 
small  income  could  not  afford  to  pay  for  the  large  amounts  of  insurance 
usual  under  the  ordinary  plan.    So  a  system  of  small  insurances  had  to  be 
devised,  if  insurance  was  to  be  made  practical  for  this  class  of  people. 
Also  the  incomes  of  the  laboring  class  are  almost  entirely  upon  the  weekly 
wage  basis.    Wages  are  paid  weekly  or  bi-monthly.    Under  the  present  high 
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prices,  it  requires  practically  the  entire  income  of  the  average  working 
family  to  secure  the  necessities  of  life.    The  usual  means  of  subsistence 
is  by  the  "hand  to  mouth"  method.    So  a  plan  of  insurance  was  needed  such 
that  premiums  could  be  paid  weekly.     4ny  other  form  than  this  would  fail  in 
all  probability  to  meet  the  needs  and  requirements  of  the  working  class. 
This  has  been  demonstrated  abundantly  in  the  early  experience  of  industrial 
insurance  companies  in  this  and  other  countries,  when  insurance  on  the  fort- 
nightly and  monthly  plan  was  tried.    Of  course,  insurance  at  retail  means 
that  retail  prices  must  be  paid.    Thus  we  have  the  second  important  princi- 
ple of  industrial  insurance.    It  is  insurance  at  retail. 

Industrial  insurance  is  an  institution  whose  purpose  is  to  provide  safe 
small  insurances  on  scientific  principles  for  the  great  mass  of  the  people. 
Its  broad  principles  are  easy  to  understand;  but  the  application  of  them  to 
existing  conditions  involves  difficulties  and  intricate  details  which  tax 
the  resources  of  the  greatest  leaders  in  the  business. 

The  primary  object  of  industrial  insurance  is  to  provide  for  the  burial 
expenses  of  the  insured  on  the  grounds  of  common  decency  and  self-respect 
as  a  safe-guard  against  a  pauper  burial. 

Due  to  the  economic  and  social  necessities  of  the  problem,  industrial 
insurance,  then,  has  certain  marked  peculiarities  and  characteristics  which 
make  it  a  distinct  branch  of  life  insurance.    It  does  not  differ  in  scien- 
tific principles  from  ordinary  life  insurance,  but  it  applies  to  a  different 
class  of  risks.     Its  broad  underlying  characteristics  may  be  said  to  be   

(1)  The  benefits  of  industrial  insurance  policies  are  based  upon 
premium  units  of  five  cents  instead  of  being  based  upon  benefit 
units  of  one  thousand  dollars  as  in  ordinary  insurance. 


This  is,  of  course,  due  to  the  fact  that  five  cents,  and  multiples 


thereof,  are  much  more  convenient  to  collect  by  the  agents  and  it 
is  much  easier  to  grade  the  benefits  to  fit  the  premiums.     It  i3 
simply  a  method  of  eliminating  much  office  detail.    Also  it  takes 
advantage  of  the  psychological  idea  of  the  smallness  of  five  cents 
or  ten  cents  rather  than  some  odd  amount.    There  is  also  another 
reason;  if  one  hundred  dollars,  say,  is  taken  as  the  amount  of  the 
face  of  the  policy,  and,  according  to  the  age  under  consideration, 
the  exact  amount  of  premium  by  the  actuarial  formulae  is  5.425 
cents  weekly,  then  necessarily  either  five  cent3  or  six  cents  must 
be  collected,  because  of  the  limitations  of  our  currency.  Six 
cents  would  be  clearly  an  injustice  and  five  cents  would  not  be 
sufficient,  so  that  an  endless  amount  of  confusion  and  difficulty 
would  result  from  this  plan. 

(2)  Premiums  on  industrial  insurance  policies  are  payable  weekly,  on 
the  first  Monday  of  each  week.    This,  of  course,  is  due  to  the 
economic  necessities  of  the  situation. 

(3)  Premiums  on  industrial  insurance  are  payable  weekly  to  collectors 
who  call  at  the  homes  of  the  insured,  instead  of  being  sent  annually 
semi-annually  or  quarterly  by  mail  as  is  done  in  ordinary  insurance, 
<Tith  this  plan  of  collection  various  questions  arise  which  are 
treated  under  appropriate  topics. 

(4)  Industrial  insurance  deals  primarily  with  the  working  classes. 
These  classes  live  almost  exclusively  in  large  cities,  having  their 
own  peculiar  standards  of  living,  ideals  and  customs.    These  condi- 
tions .of  life  naturally  cause  a  distinct  mortality  experience,  so 
that  industrial  insurance  requires  separate  mortality  tables. 

(5)  Industrial  insurance  accepts  risks  from  ages  one  to  seventy  years 


in  contrast  to  the  ordinary  forms,  accepting  only  adult  risks.  In- 
dustrial insurance  insures  both  sexes  at  the  same  premium,  accept- 
ing female  risks  as  freely  as  male  risks,  while  ordinary  companies 
write  almost  entirely  male  risks.    One  of  the  largest  industrial 
companies  makes  no  color  distinction  in  its  risks,  while  the  others 
do.    Ordinary  insurance  is  written  almost  exclusively  on  white  ap- 
plications. 

Industrial  insurance,  just  as  ordinary  insurance  on  the  legal  reserve 
plan,  has  level  premiums.    These  of  course  must  be  sufficient  to   

(1)  Cover  mortality, 

(2)  Pay  expenses, 

(3)  Provide  a  reserve. 

Thus  we  have  the  net  premiums  to  cover  mortality  and  provide  a  reserve  and 
a  certain  percentage  of  loading,  based  on  the  net  premium  to  pay  the  expens- 
es of  the  company. 

Thus  the  industrial  company  faces  the  problem  of  making  provision  for  - 

(1)  The  special  mortality  of  the  class  for  whom  the  insurance  is  de- 
vised, 

(2)  The  statutory  reserve  that  makes  the  insurance  safe. 

(3)  The  expense  of  placing  the  insurance  and  collecting  the  premiums 
to  keep  it  in  force. 

(4)  The  agents,  in  such  manner  that  the  method  of  compensation  shall 
tend  to  prevent  lapses. 

(5)  The  proper  distribution  of  the  surplus. 

Thus  we  see  that  the  system  of  industrial  insurance  operates  under 
peculiar  conditions  and  limitations.    Limited  in  its  application  to  the  in- 
dustrail  classes,  it  must  be  sufficiently  elastic  to  meet  the  requirements 
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of  all.    Part  of  its  real  value  is  in  the  teaching  of  industrious  and  economi 
oal  habits  to  the  laboring  olass.     4s  it  is  found  in  operation  today,  indus- 
trial insurance  is  a  part  of  the  modern  movement  of  mutualizat ion  and  the 
recognition  of  one's  duty  toward  his  fellow  men,  alons  with  the  unique  in- 
dividualism of  the  day. 
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CHAPT3R  II 

The  History,  Origin  and  Development  of  ths  Industrial 

insurance!  business. 

*    *  * 

Section  I.      Origin  and  History  in  England, 

The  "industrial  insurance"  principle  may  be  said  to  have  had  its  origin 
many  centuries  ago.    The  Greeks  and  Romans  had  societies  or  organizations, 
one  of  whose  functions  it  was,  in  return  for  the  periodical  payments,  to 
provide  for  the  burial  of  its  deceased  members,  and  for  gratuities  to  their 
dependents.    But  perhaps  the  earliest  traces  of  the  direct  predecessors  of 
our  present  day  industrial  insurance  companies,  we  find  in  the  Middle  4ges. 
During  this  time  there  were  Guilds  existing  in  England  and  in  many  parts  of 
the  continent.     These  guilds  had  a  loose  form  of  organization  and  management 
and  one  of  their  functions  may  be  said  to  have  been  tne  accepting  of  payment 
from  their  members,  at  certain  periodical  times  and  in  return  for  this,  the 
guilds  accepted  the  responsibility  and  expenses  of  burial  of  its  members. 

Then  after  the  destruction  of  the  guilds  by  Henry,  the  Eighth,  burial 
clubs  and  societies  took  over  the  insurance  function  of  the  guilds.  These 
clubs  were  conducted  on  a  somewhat  better  basis  than  the  guilds,  but  they 
had  little  or  no  idea  of  modern  insurance  theory.    The  premiums  were  the 
same  for  all  ages.    They  were  mainly  local  in  their  operations  and  many  thou 
sands  existed  throughout  Great  Britain  in  the  early  part  of  the  nineteenth 
century.    While  these  clubs  continued  in  business  for  a  while,  the  manage- 
ment of  them  was  universally  so  bad  and  the  scientific  knowledge  of  what  the 
were  about,  so  scanty,  that  large  numbers  likewise  failed  every  year. 
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The38  burial  clubs  were  in  tarn  superseded  by  a  better  and  more  sub- 
stantial form  of  insurance  organization,  the  "Friendly  Society."  Burial 
clubs  existed  along  side  by  side  with  the  friendly  societies  for  many  years. 
But  even  the  friendly  societies  were  not  managed  properly,  nor  were  adequate 
premiums  charged.    If  adequate  premiums  were  charged,  proper  reserves  were 
not  kept,  so  that  the  financial  condition  of  these  societies  was  at  best 
very  doubtful  and  the  path  of  tneir  existence  is  strewn  with  many  corpses. 
Gradually  the  feeling  of  need  for  an  adequate,  secure  and  sound  form  of  in- 
surance protection  was  felt,  especially  among  the  poorer  industrial  classes 
of  England.    There  was  a  great  need  for  secure  insurance  protection,  adapted 
in  a  form  to  meet  the  needs  and  economic  requirements  of  the  laboring  class- 
es.   Historically,  then,  industrial  insurance  grew  out  of  the  unscientific, 
clumsy  efforts  of  the  people  to  insure  themselves  by  small  clubs  and  frater- 
nal societies.     None  of  these  were  very  large,  so  the  system  did  not  attract 
attention,  but  it  was  extravagant,  unfair  and  unsafe. 

Until  about  tne  middle  of  the  nineteenth  century,  England  was  overrun 
by  these  small  friendly  societies.    Many  issued  no  policies  at  all.  Member- 
ship was  very  often  obtained  simply  by  a  card.    Blank  forms  or  coupons  were 
given  for  payments.    The  management  was  very  often  in  the  hands  of  the  col- 
lectors themselves.     These  collectors  encouraged  lapses.     Meetings  of  the 
boards  of  directors  were  characterized  by  being  more  like  drinking  bouts 
than  like  business  meetings.    Often  friendly  societies  and  collecting  com- 
panies would  save  themselves  from  financial  failure  by  whooesale  lapses.* 

It  was  out  of  this  bed  of  corruption  and  ill  management  that  industrial 
insurance  operation,  as  we  find  it  today  in  tne  form  of  the  legal  reserve 
life  insurance  company,  had  its  origin. 

*Haley  Flake,    Charities   Review,    ilaroh  1898. 
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In  1849  the  first  industrial  insurance  company  was  founded  in  England, 
ailed  the  "Industrial  and  General".    In  1352  the  "British  Industry  Life 
Assurance  Company"  formed  a  branch  of  the  former.    The  "Age"  started  in 
353.    These  were  all  started  in  London. 

These  companies  expected  big  things  from  the  industrial  branch  of  life 
insurance,  but  the  experience  of  the  first  few  months  proved  it  to  be  neces- 
sary to  confine  that  department  within  very  narrow  limits. 

At  this  point  the  real  business  of  industrial  insurance  started.  The 
Prudential  of  London  was  founded  in  1843,  but  first  transacted  an  industrial 
business  in  1354.    In  1850  there  was  a  Parliamentary  Report  on  industrial 
insurance  which  aroused  widespread  interest  in  industrial  insurance.     It  was 
called  the  "Savings  of  the  Middle  and  Working  Classes."    This  paper  exposed 
at  some  length  the  inaccurate  and  unscientific  methods  and  means  of  the 
burial  clubs,  collecting  and  friendly  societies,    Wage-earner 1 s  insurance 
had  been  before  the  English  public  as  the  result  of  several  extensive  in- 
vestigations into  the  practices  of  friendly  societies  and  burial  clubs. 
These  results  were  published  by  order  of  Parliament  between  1847  and  1354. 
These  investigations  showed  clearly  the  corruption  in  the  existing  condition; 
so  that  the  Prudential  Assurance  Company  of  London  started  the  real  business 
of  industrial  insurance  in  England;  followed  afterward  by  many  other  compan- 
ies. 

It  was  called  the  Prudential  Mutual  Assurance,  Investment  and  Loan 
Association  when  founded  and  later  changed  its  name  to  the  Prudential  Assur- 
ance Company.  The  British  Industry  soon  absorbed  the  Industrial  and  General 
This  in  turn  was  absorbed  by  the  Prudential  in  1359»  By  1371  all  the  com- 
panies transacting  business  in  industrial  insurance  before  1854  had  ceased 
to  exist.    So  the  Prudential  is  rightly  considered  the  pioneer  in  the  field 
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and  it  was  this  company  that  made  the  system  successful.  It  had  a  long  and 
hard  struggle  for  existence  at  its  start.  Public  prejudice  had  to  be  over- 
come and  public  confidence  gained. 

Business  was  at  first  experimental;  no  reliable  mortality  tables  or 
data  was  then  existent  particularly  adapted  to  industrial  business.  Tables 
of  benefits  for  weekly  premiums  of  one  penny  were  used.    The  first  table 
extended  from  ages  ten  to  fifty  years;  then  later  from  seven  to  fifty  years. 
The  demand  was  very  great  for  insurance  at  younger  ages.    This  was  at  first 
met  privately  by  an  agent  of  the  Prudential  on  his  own  account.    He  made 
such  a  splendid  record  and  met  with  such  pronounced  success  that  the  company 
upon  examination  ,  discovered  the  real  cause  and  forthwith  took  up  that 
branch  of  the  industrial  insurance  business.     At  first  the  Prudential  Com- 
pany did  not  meet  with  pronounced  success.     It  started  the  business  in  1354. 
Several  years  later  the  business  was  condemned  as  unsatisfactory.     The  ex- 
penses were  entirely  too  high.     Somewhat  later  a  proposition  was  made  to 
the  board  to  abolish  industrial  insurance  altogether.     However,  one  more 
effort  was  made;   lar^e  sums  of  money  wsre  lent  out  of  the  private  resources 
of  the  directors,  or  were  borrowed  from  personal  friends,  after  the  repay- 
ment of  capital  and  interest  was  guaranteed.    Then  it  was  that  the  success 
of  one  agent  was  brought  to  light,  as  was  mentioned  above,  and  it  was  dis- 
covered that  he  had  started  a  society  of  his  own,  in  which  he  insured  the 
lives  of  children  too  young  for  admission  into  the  Prudential.     Insuring  the 
children,  he  found  was  a  fine  inducement  for  the  parents  to  insure  also. 
Thereupon  the  company  took  over  his  business.     This  added  a  feature  that 
meant  much  for  the  success  of  the  business.     The  secret  of  success  was  in 
supplying  the  needs  and  demands  of  the  working  people  for  family  insurance. 
k  new  table  was  then  used  with  "age  of  entry  not  under  three  months." 
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The  London  Prudential  now  insures  from  one  week  upward  and  on  practi- 
cally the  same  plan  of  infantile  and  adult  insurance  as  is  in  force  and 
practised  by  the  American  industrial  companies.     Standard  and  sub-standard 
rates  are  used.    The  above  company  was  the  largest  industrial  company  in 
the  world  for  many  years  and  in  fact  now  has  the  largest  number  of  industria 
policies  in  force  of  any  company  in  the  world;  but  the  average  face  of  the 
policy  in  3reat  Britain  is  lower  than  it  is  in  the  United  States. 

Mr.  Henry  Harbin  has  been  the  dominant  personality  in  the  company  and 
a  man  of  great  integrity  and  administrative  ability.    To  his  urging  and  in- 
fluence is  due  largely  the  introduction  of  industrial  insurance  in  the  Unit- 
ed States  at  the  time  it  was  introduced. 

The  chief  competitors  of  the  industrial  insurance  companies  in  England 
are  the  "Collecting  Friendly  Societies,"  such  as  the  Liverpool  Victoria  Leg- 
al founded  in  1843;  The  Royal  Liver  founded  in  1850;  The  Royal  London  found- 
ed in  1361;  and  many  others  which  are  to  this  day  the  most  important  competi- 
tors of  the  insurance  companies  in  England. 

The  fundamental  difference  in  the  two  forms  of  organizations  is  that, 
as  a  rule,  collecting  friendly  societies  are  less  efficiently  managed  and 
are  without  the  rights  and  power  incidental  to  incorporation  under  the  Life 
Insurance  Companies'  Act  of  1370.     The  former  are  now  governed  by  the  Friend- 
ly Societies  Act  of  1375  and  the  later  amendments  of  1396.     An  act  has  also 
been  passed  whereby  friendly  societies  may  be  converted  into  insurance  com- 
panies. 

In  1894  the  Salvation  Army  undertook  the  industrial  business,  managed 
by  a  separate  corporation.     It  employs  agents  and  has  a  lower  expense  rate 
due  to  the  organization  in  the  "Army."    Its  results  have  not  been  large  but 
have  been  satisfactory. 
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The  government  also  issues  industrial  policies  under  the  "Post  Office 
Savings  Bank  Plan."    This  plan  was  started  in  1864,  under  the  advice  and 
aid  of  Gladstone.     He  prophesied  a  brilliant  future  for  this  plan  of  indus- 
trial insurance.     It  employed  no  agents  and  the  people  were  supposed  to  go 
to  the  Post  Offices  and  there  insure  themselves  voluntarily.     The  plan  was 
a  failure  considering  it  as  a  practical  business  venture.    The  public  did 
not  respond  as  was  anticipated.     4  few  hundred  policies  have  been  written 
each  year,  while  the  large  companies  have  written  millions  of  policies  each 
year  in  competition  with  the  government  plan.     It  is  becoming  relatively 
less  important  each  year.    It  was  thought  that  by  the  elimination  of  the 
agent,  the  insurance  could  be  offered  at  a  mucft  lower  figure,  but  such  was 
not  the  case.     The  government  was  unable  to  materially  lessen  the  cost  and 
this  plan  has  been  gradually  losing  ground.     Another  cause  of  failure  was 
that  the  policies  in  their  age  limits  and  amounts  were  not  adapted  to  meet 
the  needs  of  the  workingmen.     4t  the  same  time  the  private  companies  have 
been  growing  and  expanding  at  enormous  strides. 

4n  industrial  assurance  company  is  defined  in  the  Collecting  Societies 
and  Industrial  Assurance  Companies'  Act  of  1396,  

"An  Industrial  Assurance  Company,   is  a  person  or  body  of  persons,  wheth 
er  incorporate  or  unincorporate,   granting  assurances  on  any  life  for  a  less 
sum  than  £20,  that  receives  contributions  or  premiums  by  means  of  collectors 
at  a  greater  distance  than  ten  miles  from  the  registered  office  or  principal 
place  of  business  of  the  society  or  company,  at  less  periodical  intervals 
than  two  months. 

Industrial  assurance  companies  are  regulated  as  regards  the  assurance 
business  by  three  parliamentary  acts. 

(1)    The  Life  Assurance  Companies  Act  of  1370, 
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(2)  The  Collecting  Societies  and  Industrial  Assurance  Companies  Act 

of  1896, 

(3)  The  Friendly  Societies  Act  of  1896. 

All  life  insurance  companies  operate  under  the  first  act.     Industrial  com- 
panies comply  with  all  the  provisions  of  this  act  and  make  all  returns  of 
annual  accounts  and  periodical  valuations  to  the  Board  of  Trade  in  accord- 
ance with  the  scedules  set  fortn  therein.     The  main  object  of  this  act  is 
publicity.    The  accounts  set  forth  exhibit  clearly  the  financial  condition 
of  the  company  and  the  valuation  schedules  are  also  for  publicity  purposes. 

The  provisions  of  the  second  act  affect  industrial  companies  principal- 
ly in  the  relations  of  the  company    to    its  policy-holders. 

A  notice  must  be  served  upon  each  policy-holder  before  forfeiture, 
stating  the  amount  due  by  him  and  informing  him  that  in  case  of  default 
of  payment  by  him  within  a  reasonable  time,  not  bein^  less  than  four- 
teen days  and  at  a  place  to  be  specified  in  the  notice,  his  interest  or 
benefit  will  be  forfeited. 
This  act  also  has  to  do  with  transferals  of  business  from  one  company  to 
another. 

Act  number  three  relates  to  payments  on  the  death  of  children.  Child 
assurance  is  regulated  by  clauses  62-67. 

Societies,  one  or  more,  are  forbidden  to  pay  on  the  death  of  a  child 
under  five  years  over  £6  or  on  the  death  of  a  child  under  ten  years  more 
than  £10. 

The  sums  are  payable  to  the  parent  or  the  personal  representative  of 
the  parent  and  upon  the  production  of  the  certificate  of  ieath  contain- 
ing the  particulars  mentioned  in  the  act. 
There  are  also  certificates  regarding  the  registrar  of  Death  and  other  parti- 
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culars. 

Before  a  society  can  pay  a  claim  it  finds  oat  whether  any  other 
claims  have  been  paid  on  that  life. 

These  provisions  regarding  payments  of  children's  claims  do  not  ap- 
ply when  the  person  insuring  ftas  an  insurable  interest  in  the.  life  in- 
sured. 

The  practices  of  the  companies,  the  policy  provisions  and  style  of  operation 
are  almost  identical  with  the  practise  found  in  the  United  States. 

The  practise  of  life  insurance  is  now  practically  universal  among  the 
industrial  classes  of  England.    Competition  among  the  industrial  companies 
is  now  very  keen.    The  industrial  assurance  company  corresponds  with  our 
stock  company  of  the  United  States  and  the  collecting  friendly  societies  are 
the  mutual  companies  of  the  United  States,  as  far  as  comparison  may  go.  But 
in  England  they  are  somewhat  less  stringently  regulated  and  their  reports 
are  not  so  readily  accessible.     There  is  practically  an  industrial  policy  in 
force  in  England  for  every  man,  woman  and  child  on  the  island.     Of  course, 
there  are  many  duplications,  but  at  least  three-fourths  of  the  population 
are  industrially  insured.     Whole  streets  and  sections  of  the  cities  are  pre- 
valent where  there  is  not  a  single  person,  but  ha3  at  least  one  industrial 
policy. 

The  weekly  collection  of  preplans  has  long  been  recognized  as  necessary 
to  the  success  of  the  basiness.     The  practice  of  the  companies  has  always 
been  to  pay  claims  promptly  on  the  presentation  of  the  necessary  forms. 
Facilities  are  offered  for  the    revivals  in  the  policies;   "within  one  year 
on  evidence  of  good  nealth  and  the  payment  of  arrears"  the  policy  may  be  re- 
vived.    The  benefits  are  lowered  the  first  six  months  of  the  first  year,  but 
after  that  the  full  face  of  the  policy  is  paid  as  a  claim. 
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The  companies  grant  "paii  ups"  on  policies  of  over  five  years  duration, 
bat  no  cash  surrender  values  are  given  as  it  is  not  thought  to  be  conducive 
of  thrift.     The  whole  system  has  made  important  strides  in  the  last  forty 
years. 

Valuations  on  industrial  policies  are  in  accordance  with  the  Act  of 
1370  and  the  question  is,  says  Mr.  Frederick  Schooling,  "Shall  an  allowance 
be  made  in  the  valuations  for  the  rate  of  discontinuance?"    In  the  American 
nomenclature,  discontinuance  means  lapses.     Ths  lapses  are  heavier,  of  course 
in  the  earlier  years.     About  two  thirds  of  tne  policies  in  a  given  issue, 
that  lapse,  do  so  in  the  first  year  of  issuance.     The  larger  companies  of 
course  arc  best  able  to  take  care  of  initial  expenses  without  amending  in 
any  way  the  straight  plan  of  net  valuations.     The  Prudential  of  London  is 
be  far  the  largest  company  of  any  conducting  an  industrial  insurance  business 
in  Great  Britain  and  makes  no  allowance  for  lapses,  in  its  valuations.  The 
Prudential  of  London  makes  a  net  premium  valuation  on  a  three  percent  basis. 
The  table  of  mortality  used  is  the  English  Life  Table,  number  three.  Of 
course  many  of  the  smallsr  companies  must  resort  to  some  scheme  of  allowance 
to  tide  over  the  period  of  high  initial  expenses,  as  they  do  not  have  an  ex- 
tensive surplus  from  which  to  draw.     The  lapse  rate  in  England  is  a  very  im- 
portant factor.     Between  ages  twenty-five  and  thirty  years,  for  all  policies 
that  lapse  in  a  given  issue,  this  has  been  found  to  be  for  successive  years 
of  duration  of  the  policy,  to  occur  in  the  following  percentages,  
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These  are  similar  to  results  obtained  in  the  United  States.  Tne  fact 
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that  there  are  no  medical  examinations  and  that  very  small  sums  are  receiv- 
able weekly  on  the  industrial  policies,  inoreasesthe  importance  of  the  lapse 
factor.     The  small  companies  must  take  this  lapse  factor  into  account. 

Thera  is  a  diversity  of  practice  in  the  matter  of  valuations  among  the 
various  companies.     Some  evaluate  according  to 

(1)  Net  premium  reserves. 

(2)  Policies  under  five  years  duration  —  no  reserves. 

Policies  over  five  years  duration  —  net  premium  at  age  (x  +  5) 

(3)  Premiums  valued  are  office  premiums  less  30  percent. 

(4)  Policies  over  thirty  years  duration  —  net  reserves  at  true  entry 

age. 

  between  fifteen  and  thirty  years  duration  net  premium  at  age 

(x  +  5),  where  (x  +  5)  denotes  the  age  plus  five  years  addi- 
tion. 

  policies  under  fifteen  ye^rs  —  35  percent  off  the  office  pre 

miums. 

Thus  there  is  much  diversity  and  an  absolutely  equitable  plan  is  hard  to  ob- 
tain. 

Prior  to  the  Life  Insurance  Companies'  4ct  of  1370  there  was  no  obliga- 
tion to  make  public  or  publish  any  accounts  of  any  company  or  office.  It 
was  general  custom  not  to  reveal  the  accounts  of  any  kind.     While  many  com- 
panies were  strictly  sound,  this  secrecy  of  accounts  was  the  cause  of  many 
evils,  in  concealing  fraud,  carelessness  and  inefficiency.     According  to  the 
Act  of  1870,  only  a  rather  meager  report  was  required;   but  by  the  Assurance 
Companies'  Bill,  of  1909  all  life  assurance  companies  transacting  business  in 
England  are  subject  to  the  conditions  of  the  act.     It  is  a  great  improvement 
over  the  state  of  affairs  since  1370.     5very  company  now  must  make  out  at 
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the  olose  of  each  financial  year   

(a)  A  revenue  account. 

(b)  A  profit  and  loss  account. 

(c)  A  balance  sheet. 

Children's  insurance  is  carried  on  extensivsly  in  3reat  Britain.  Its 
advantages  are  seen  and  with  proper  precautions  taken  as  to  amounts  allowed 
and  a  careful  qualification  regarding  insurable  interest,  the  system  has  met 
with  wide  success.    Practically  all  legitimate  insurable  children  are  now 
insured  in  England  between  birth  and  ten  years  of  age  and  there  is  only  one 
policy  to  each  child. 

So  that  we  have  seen  that  industrial  and  children's  insurance  is  almost 
universal  in  England.     It  is  here  as  elsewhere  a  great  provident  institution 
promoting  thrift  and  saving.     Mr.  Schooling  reported  at  the  Fifth  Interna- 
tional Congress  of  Actuaries  in  Berlin  in  1906,  that  the  death  rates  were 
containually  improving;  the  rates  of  insured  children  are  less  than  children 
for  the  general  population.    There  is  always  a  saving  in  mortality.  Chil- 
dren are  not  neglected  as  a  result,  of  children's  insurance.     The  infantile 
death  rate  is  decreasing.    Parliamentary  committee  reports  have  many  times 
substantiated  these  statements. 

The  following  returns  for  Industrial  insurance  in  Great  Britain  by 
1914  Year  Book,  according  to  latest  reports  of  companies,  give   

Amounts  of  new  policies  issued  £  3,330,523 

Total  Premiums  £  20,832,290 

Claims  paid  £  3,665,427 

Expenses  of  Management  £  9,030,634 

Insurance  fund  exclisive  of  capital       £  66,203,567 
(from  returns  of  84  British  industrial  insurance  companies  and  friendly  soc- 
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Section  II.      History  in  Germany. 

Private  industrial  insurance  in  its  present  day  form  is  the  most  recent 
form  of  insurance  to  be  given  a  position  in  the  insurance  schemes  of  Germany 
While  its  definition  in  Germany  is  similar  to  that  in  the  United  States  and 
in  Great  Britain,  still  there  is  not  the  marked  uniformity  of  business  which 
is  so  noticeable  in  the  latter  countries.     It  is  characterized  by  the  small 
amounts  of  the  face  of  the  policies  and  by  the  fact  that  premiums  are  pay- 
able yearly,  semi-yearly,  quarterly  or  weekly  at  the  discretion  of  the  poli- 
cy-holder and  also  depending  on  the  company  and  the  form  of  policy  under 
consideration.    The  premiums  are  higher  than  in  Ordinary  forms,  and  the 
amounts  of  benefits  ran^e  from  500  M  to  oOOO  W  as  a  maximum  for  the  various 
companies.    This  form  of  insurance  is  taken  by  the  industrial  classes  as  in 
other  countries. 

The  principal  characteristics  of  the  German  Industrial  Insurance  is  the 
absence  of  a  medical  examination  of  any  kind.  Only  the  sick  are  barred  from 
admittance.  But  this  freedom  of  entry  and  wide  acceptance  of  risks  is  over- 
come very  largely  by  the  long  "Xarenzzeit"  or  waiting  period,  of  from  one  to 
four  years,  during  which  time  only  partial  or  no  benefits  at  all  are  paid. 
This,  of  course,  is  the  equivalent  of  the  American  idea  of  deferred  benefits 
but  is  extended  by  the  Germans  to  a  much  longer  period  than  is  customary  in 
the  United  States. 

The  history  of  industrial  insurance  in  Germany  is  one  of  comparatively 
short  duration.    The  Prudential  of  London  started  in  1354.    The  Prudential 
of  Newark,  New  Jersey,  started  in  1375.     As  early  as  1356  the  Rothenburger 
Insurance  Society  and  the  Thuringia  Joint  Stock  Company  in  reality  trans- 
acted industrial  insarance  under  the  name  of  burial  insurance;  with  a  two 
year  waiting  period  in  the  Rothenburger  and  a  medical  examination  in  the 
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Thuringia.    The  Rothenburger  paid  one-third  benefits  during  the  first  year 
and  daring  the  second  year,  two-thirds  benefits;  after  that  full  benefits. 
In  1375  a  general  society  at  Stuttgart  was  in  operation;  it  had  no  medical 
examination  and  had  monthly  and  yearly  premiums.     In  1878  "Schutz  and  Trutz" 
started  in  business  with  weekly  premiums  and  a  minimum  payment  of  five  pfen- 
igs.     There  was  no  medical  examination  and  a  one-year  waiting  period  was  in 
force.    But  these  were  small  and  relatively  insignificant  undertakings.  In 
1390  the  "Nordstern"  entered  the  industrial  field.     In  1382  the  Friedrich 
Wilhelm  started  in  the  industrial  business  in  Berlin.    This  may  be  called 
the  real  start  of  the  business  in  Germany  just  as  the  Prudential  of  London 
marked  the  real  start  of  the  business  in  England.    It  was  followed  in  1392 
by  the  Victoria  of  Berlin;  the  fVilnelma.    of  Berlin  in  1393;  later  by  the 
Arminia  and  Gegenseitigkeit  and  many  others.     At  the  present  time  we  have 
as  the  leading  joint  stock  and  mutual  companies: 

Joint  Stock  Companies. 

(1)  Priedrich  TTilhelm 

(2)  Victoria 

(3)  Arminia 

(4)  Bayrische 

(5)  Deutschland, 
and  many  others. 

Mutual  Companies, 

(1)  Allgemeine  Deutsche  Versicherungs  Verein 

(2)  Gegenseitigkeit 

(3)  Iduna 

(4)  Rot henburger,  and  many  others. 
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The  Friedreich  ffilhelm  Company  started  in  1380  by  taking  over  tne  busi- 
ness of  the  Prussian  Life  Insurance  "bank"  or  company  "Patria. "    This  com- 
pany makes  use  of  the  stamp  system,  which  was  originally  invented  by  the 
Patria,  and  subsequently  the  use  of  the  stamp  as  evidence  of  premium  pay- 
ments was  adopted  by  the  German  government  in  the  administration  of  its  old 
age  and  invalidity  pension  system.    In  1910  tne  Friedrich  Jfilhelm  and  Vic- 
toria companies  transacted  71.2  percent  of  all  the  industrial  insurance  busi 
ness  in  Germany. 

Previous  to  the  taking  over  of  the  Patria  the  tendency  was  toward  grant 
ing  smaller  insurances.     Workmen's  Insurance,  (so  called  in  1383),  was  grow- 
ing some  but  the  real  impulse  to  the  work  was  started  by  the  taking  over  of 
the  Patria.     The  starting  of  the  use  of  weekly  premiums,  adapting  the  indus- 
trial insurance  to  the  needs  and  conditions  of  the  industrial  classes,  and 
the  general  modeling  of  the  German  system  after  the  English  plan  seems  to 
have  led  to  its  ultimate  success.     In  1392  the  Victoria  undertook  the  study 
and  plan  of  the  London  Prudential.    Following  in  its  foot-steps,  with  such 
great  energy  that  in  1912  the  number  of  the  policies  in  force  and  the  amount 
of  insurance  of  the  Victoria  in  force  was  greater  than  that  of  the  Friedrich 
ffilhelm.    In  1912 

Victoria  had  3,808,000  policies  for  345,000,000  M  and 
Friedrich  Wilhelm  had  2,912,000  policies  for  452,000,000  M. 
This  was  70  percent  of  the  business  in  Germany  for  that  year. 

There  were  in  1913,  in  Germany,  some  twenty-six  companies  operating 
with  over  9,000,000  policies  for  1,350,000,000  M  in  force. 

There  are  two  forms  of  organization,  the  mutual  and  the  joint  stock 
forms.    Private  industrial  companies  have  a  capital  of  2,000,000  M  and 
1,000,000  M  "organization  fund,"  so  called.    This  is  non-interest  bearing 
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and  under  the  restriction  of  four  percent  dividends  agreed  to  during  the  en- 
tire existence  of  the  company.     They  operate  in  accord  with  the  general  so- 
cial and  economic  policy  of  the  country.    There  are  several  forms  of  indus- 
trial insurance  company  organizations  or  manners  of  conducting  business.  

(1)  Private  companies  on  the  plan  of  the  Victoria  and  Priedrich  tfil- 

helm. 

(2)  Diisseldorfer  Verein-Bank; 

This  is  a  new  system  and  on  the  order  of  the  savings  bank  in- 
surance of  tnis  country,  the  agents  of  the  company  being  the 
savings  banks. 

(5)      Public  insurance  institutions  by  the  state;  State  insurance. 

This  form  is  claimed  to  be  less  expensive  than  the  other  forms 
but  this  must  yet  be  demonstrated.     It  was  started  in  1911 
and  the  results  thus  far  have  been  rather  disappointing. 

Lately  there  have  been  several  new  schemes  tried  out  and  their  success  is 

yet  to  be  proven  

(1)  Volksf iixsorge,  a  plan  of  co-operative  association  started  in  1911- 

1912. 

(2)  A  form  of  public  industrial  insurance  formed  with  the  idea  of  low- 

ering the  cost  of  industrial  insurance. 

(3)  In  1913,  thirty  private  companies  joined  into  the  3erraan  Industrial 

Insurance  Combine  called  the  "Deutsche  Versicher ung. "  This 
does  not  include  the  Victoria  and  ?riedrich  rVilhelm. 
But  at  the  present  time  there  are  five  leading  forms  in  Germany  which 
have  to  be  dealt  with  in  questions  concerning  practices,  experience  and  pro- 
visions of  policies  under  the  different  forms  of  organisation.     There  are 
now  five  comoanies  - — 
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(1)  Victoria 

(2)  Friedrich  Wilhelm 

(3)  Offentliohe    (State  Insurance  Department) 

(4)  Deutsche  Volksversicherun^  (the  combination  of  thrity  small  com- 

panies) 

(5)  Volksf  ursorse. 

These  five  forms  of  organization  or  companies  cover  practically  the  entire 
industrial  insurance  field  at  the  present  time. 

The  claim  is  often  made  by  German  writers,  that  nowhere  is  industrial 
insurance  so  cheap  as  it  is  in  Germany.    This  statement  is  based  on  certain 
figures  showing  the  relative  expense  rates  of  companies  in  the  United  States 

England  and  Germany;  as  an  illustration   

Victoria  of  Germany           Expense  rate  =  24  percent  of  premiums 

Prudential  of  London  —  Expense  rate  =  40.7  percent  of  premiums 
Metropolitan  of  New  York  —  Expense  rate  =  33. 3  percent  of  pre- 
miums. 

Considering  lapses   

Metropolitan  of  New  York  =  9.3  percent 
Victoria  of  Berlin  =  2.4  percent. 
The  question  of  cheapness  of  insurance  is  a  very  complicated  one  and 
for  any  writer  to  assert  that  a  certain  company  is  the  cheapest  of  any,  is 
perhaps  not  justifiable.     In  fact  it  is  very  doubtful,  if  after  taking  into 
consideration  all  the  elements  of  the  business,  if  German  companies  furnish 
like  insurance  at  rates  any  cheaper  than  American  companies.    This  is  true 
principally  because  the  policy  of  the  American  companies  is  one  of  much 
liberality  to  the  policy-holders. 

But  there  is  one  feature  in  which  the  German  companies  do  have  an  ad- 
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vantage  over  the  English  and  Amerioan  companies,  and  that  is  in  the  matter 
of  lapses.     German  oompanies  do  not  experience  nearly  the  amount  of  lapsing, 
with  its  resultant  disastrous  effects  on  the  business;   its  demoralizing  in- 
fluences on  the  field  forces,  and  the  policyholders  in  general,  that  the 
English  and  American  companies  do.    The  business  seems  to  be  more  stable  in 
Germany.    The  habits  and  customs  of  the  people  must  be  taken  into  considera- 
tion.   The  amounts  of  immigration,  the  rapidity  of  business  operations  and 
the  general  habits  of  the  two  countries  must  also  be  taken  into  considera- 
tion, in  the  study  of  a  question  of  this  character.    The  German  insurance 
company  transacting  business  is  on  the  whole  an  efficiently  and  economically 
conducted  business  organization.    Their  investments  are  very  important  in 
the  home  market  and  they  are  of  great  financial  importance  to  the  govern- 
ment and  in  their  relations  to  the  loans  of  private  banks.     Most  of  the  busi 
ness,  of  course,   is  done  in  the  larger  cities.     Here  the  interest  rate  is 
higher  and  a  higher  rate  can  be  earned  in  the  cities  on  mortgages  and  other 
forms  of  investment,  than  in  the  country,  due  to  the  extensive  German  system 
of  rural  credit,  making  loans  cheap  to  farmers.    Such  is  not  the  case  in  the 
United  States  and  in  England.     So  that  the  industrial  companies  in  these 
countries  are  at  a  disadvantage  in  this  respect. 

This  is  true  theoretically,  but  in  actual  practice  it  is  doubtful  if 
many  German  companies  can  surpass  the  record  of  the  Union  Central  of  Cincinn 
ati;  average  over  6  percent  and  many  other  American  companies  at  from  four 
and  one-half  to  five  percent,  as  an  average  return  on  all  investments.  The 
German  system  of  rural  credit  is  very  effective,  but  this  condition  is  over- 
come, because  of  the  great  differences  in  the  economic  conditions  of  the 
United  States  and  Germany,  in  the  matter  of  interest  returns  on  investments. 
The  provisions  of  the  policies  are  in  general  very  similar  to  the  American 
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and  English  forms,  although  in  some  phases,  perhaps,  not  as  liberal  as  are 
the  American  contracts.     In  1913  there  were  about  26  active  industrial  in- 
surance companies,  mostly  on  a  four  percent  basis;  these  companies  do  not 
have  a  standard  form  of  contract  but  all  differ  in  minor  points.    The  "Kar- 
enzzeit"  varies  from  one  company  to  another.    The  premiums  are  paid  in  the 
various  companies,  some  weekly,  monthly,  quarterly,  and  semi-annually;  even 
some  bi-monthly.    Some  companiew  offer  surrender  values;  others  do  not.  The 
Victoria  and  Priedrich  Wilhelm  give  paid  up  policies  after  three  years  dura- 
tion.   There  are  various  limitations  regarding  climate,  diseases,  military 
service  and  other  points  which  nave  all  been  done  away  with  in  the  American 
industrial  contracts. 

On  the  whole,  however,  the  policy  conditions  may  be  said  to  be  fairly 
uniform  in  3ermany  and  in  fact  the  world  over.    The  practice  and  experience 
of  the  German  companies  is  more  or  less  similar  to  the  American  and  English 
companies.    They  allow  participation  in  the  profits,  but  usually  in  the  form 
of  deferred  dividends  or  else  applied  to  the  payment  of  premiums.     The  mort- 
ality tables  in  use  are  the  general  public  mortality  tables,  since  there  is 
no  medical  examination.    There  has  been  found  almost  always  to  be  a  saving 
in  mortality  and  the  effect  of  the  "Karenzzeit"  is  noticed  very  markedly,  as 
a  great  number  of  deaths  occur  within  this  waiting  period.    The  expenses  of 
conducting  the  business  are  higher,  of  course,  than  in  ordinary  companies 
but  the  Germans  boast  of  their  efficiency  and  economy  in  administration. 

The  new  law  on  insurance  contracts  permits  the  companies  in  cases  of 
"insuances  of  small  amounts"  to  make  special  conditions  with  reference  to 
lapses,  exchanges  and  bringing  back  of  policies,  differing  from  the  usual 
rules  of  insurance  but  always  providing  the  supervising  authority  sanctions 
these  exceptional  rules.    The  insurance  of  children  is  considered  an  essen- 


32 

tial  part  of  industrial  insurance.     The  proportion  of  children  to  adults 
follows  closely  the  proportion  of  ages  as  shown  in  the  general  population 
tables.     As  infantile  industrial  polioies  are  on  the  endowment  plan  mostly 
of  ten  to  thirty  year  terms,  there  are  no  legal  restrictions  on  the  amounts 
allowed  on  children,  but  the  usual  practice  is  to  insure  so  th*t  the  bene- 
fits will  just  pay  the  burial  expenses. 

The  experienced  mortality  was  only  54.3  percent  of  the  expected,  in 
1903  according  to  general  population  tables.    The  observations  of  the  Vic- 
toria showed  similar  results  in  1902  and  1904.    The  rate  of  claim  for  in- 
sured children  is  almost  always  considerably  smaller  than  by  the  calculation 
according  to  the  number  of  policies  issued.    The  explanation  of  this  is 
found  in  the  observation  that  the  mortality  of  children  diminishes  with  the 
growing  prosperity  of  the  population;  it  shows  moreover  that  speculative  in- 
surance on  the  lives  of  children  needs  not  to  be  feared.    The  percentage  of 
the  experienced  to  the  expected  mortality  is  higher  among  adults  than  among 
children  (not  so  great  a  saving).     It  was  found  to  be  about  75  percent  of 
the  expected  for  above  age  thirteen  exclusively.    Here  the  rate  of  claims 
based  on  the  sums  assured  is  almost  always  greater  than  when  based  on  poli- 
cies.   The  inference  is  made,  that  with  the  insurance  of  grown-up  persons 
a  selection  unfavorable  to  the  insurance  company  takes  place;  that  is  to  say, 
that  persons  in  a  less  perfect  state  of  health  are  more  inclined  to  insure 
for  a  higher  premium  and  a  larger  insurance  time  than  other  persons,  so  as 
to  get  a  higher  insurance  sum.     In  the  case  of  childrens1  insurance  such  a 
selection  does  not  exist. 

Industrial  Insurance  in  Germany  seems  to  have  a  great  future  before  it 
and  it  will  fit  into  the  general  system  of  social  insurance  as  part  of  tne 
greater  humanitarian  movement  of  the  present  time. 
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The  f undamental  German  idea  is  that  industrial  insurance  shall  be  only 
one  part  of  the  general  system  of  social  insuranoe,  including  all  its  phases 
(and  preferably  on  a  state  basis  if  possible).    The  compulsory  system  of 
accident,  sickness,  old-a^e  and  invalidity  insurance  in  Germany  has  not  been 
a  material  hindrance  to  the  development  of  industrial  insurance,  but  it  is 
held  to  the  contrary  by  those  in  a  position  to  express  an  opinion  on  the 
subject,  that  the  emphasis  placed  upon  the  insurance  principle  by  the  German 
government  has  been  in  fact  a  material  aid  to  the  development  at  least  of 
life  insurance  as  a  private  enterprise. 
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SacTioN  III.      History  in  the  United  States, 

The  present  system  of  industrial  insurance  in  the  United  States  is  of 
comparatively  reoent  origin,  but  since  its  start,  it  has  had  a  phenominal 
growth  and  development,  increasing  in  numbers  of  policies  in  force  and  es- 
pecially in  the  amounts  of  insurance  in  force,  far  beyond  the  fondest  dreams 
of  its  originators.    But  it  has  had  much  to  encounter  and  overcome  before 
its  success  was  in  any  way  assured.    There  was  a  considerable  public  senti- 
ment against  the  proposition  that  industrial  insurance  is  an  aid  to  the  poor 
in  their  struggle  to  a  plane  of  economic  independence.    The  public  was  some- 
what used  to  being  swindled  by  schemes  of  insurance  and  benefits  at  death 
and  naturally  classed  the  new  scheme  as  simply  being  one  of  these  swindling 
devices. 

The  thought  of  providing  insurance  for  the  poor  in  this  country  by 
small  weekly  amounts  was  an  early  one.     The  earliest  forms  were  workmen's 
co-operative  insurance  schemes.    These  were  of  a  very  crude  form  and  a  men- 
ace to  sound  principles  of  industrial  insurance.     In  1347  one  company,  the 
Mutual  Benefit  Life,  offered  a  life  insurance  contract  to  tne  working  class 
to  be  paid  for  by  weekly  premiums  of  twenty-five  and  fifty  cents.    But  the 
plan  was  new  and  wa3  not  popular;  it  soon  failed  and  the  business  was  dis- 
continued.    No  special  provisions  were  made  for  the  collection  of  premiums 
and  withal  it  did  not  meet  the  needs  of  the  industrial  class  satisfactorily. 
In  1866  the  American  Popular  Life  Company  tried  a  plan  similar  to  the  Mutual 
Benefit  Life  and  failed  for  practically  the  same  reasons.    Then  some  ordin- 
ary companies  offered  insurance  for  benefits  as  low  as  $100  and  for  ages  as 
low  as  fourteen  years,  one  company  even  offering  a  contract  of  this  kind  as 
early  as  1840.    These  all  failed  because  of  the  inconvenient  collection  of 
premiums  and  the  lack  of  adaptation  to  the  needs:  of  the  poor. 
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Then  for  the  next  twenty  years  or  until  about  1368  the  question  wa3 
practically  dropped,  as  far  as  the  activity  of  companies  was  concerned  and 
the  workmen  were  left  to  take  oare  of  themselves  as  far  as  insurance  matters 
pertained  to  them.    Gradually  there  was  felt  more  and  more  an  imperative 
need  for  a  workmen's  insurance;  for  a  form  suitable  to  the  needs  of  the  work 
ing  classes,  and  one  that  would  meet  the  conditions  of  trie  industrial  class 
as  they  were.    Further,  a  system  was  needed  sufficiently  elastic  to  meet  the 
needs  of  all  classes  of  workmen,  and  still  one  that  would  be  convenient,  se- 
cure and  at  the  same  time  one  that  would  be  practical  from  a  business  stand- 
point.   This  was  the  problem  that  the  founders  of  our  present  industrial  in- 
surance system  had  to  face.    Combined  with  this  was  the  adverse  public  senti- 
ment and  the  general  distrust  of  all  such  ideas.     It  was  not  an  easy  problem, 
It  was  one  that  taxed  to  the  utmost  the  resources  of  the  greatest  insurance 
leaders  and  thinkers  of  that  time.     That  they  succeeded,  is  amply  borne  out 
by  the  later  brilliant  records.    Then  came  into  some  prominence  the  so-call- 
ed "Bund"  system.    These  societies  collected  premiums  weekly  from  their  mem- 
bers and  turned  them  over  periodically  to  an  organized  insurance  company, 
usually  at  monthly  or  quarterly  intervals.    The3e  payments  were  then  con- 
sidered as  quarterly  payments  on  ordinary  forms  of  insurance.    The  Bund  then, 
was  a  sort  of  society  or  company  that  virtually  took  the  contract  and  res- 
ponsibility af  collecting  weekly  the  premiums  on  the  usual  forms  of  insur- 
ance.   Particularly  well  known  was  the  "Hildise  Bund,"  a  large  society  whose 
members  were  mostly  of  German  origin  and  whose  operations  were  mainly  among 
that  class  of  people.    This  company  paid  its  collections  into  and  afterward 
was  absorbed  by,  the  Metropolitan  Insurance  Company  of  New  York  City.  There 
were  many  of  these  |iunds  in  operation  among  the  German  and  Scandanavian  im- 
migrants of  the  large  cities.    The  "Hi lfinnoth"  was  another  Bund  of  considera- 
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bl3  importance.    Commencing  in  1868  there  were  numerous  attempts  to  float 
industrial  insurance  companies  in  New  York,  Chicago  and  New  Orleans.  For 
various  reasons  they  met  with  no  appreciable  success  and  soon  failed.  In 
1363  the  Prudential  Assurance  Company  of  London  and  its  wonderful  experience 
was  first  brought  effectively  to  the  attention  of  the  American  people.  Two 
things  brought  the  success  of  tne  Prudential  to  the  attention  of  the  Ameri- 
can insurance  men. 

(1)  The  International,  an  English  company  doing  business  in  Massa- 
chusetts, was  examined  and  found  to  bs  insolvent  by  Elizur  ffright, 
insurance  commissioner  of  Massachusetts,  and  the  company  ceased 
business. 

(2)  Wright's  "Critical  Review  of  British  Insurance  Companies"  in 
his  report  of  1865  did  most  to  draw  attention  to  the  wonderful 
success  of  the  London  Prudential  and  to  the  opposition  to  this 
company  by  Mr.  Gladstone,  Chancellor  of  the  Sxcnequer. 

The  controversy  with  Mr.  Gladstone  brought  the  subject  to  the  attention  of 
Americans.    Public  interest  was  aroused  in  the  subject  and  many  Englishmen 
immigrating  from  England  to  the  United  States  introduced  the  friendly  soci- 
ety idea.    This  movement  caused  the  widespread  development  of friendly  soci- 
eties during  the  period  between  1865  and  1375. 

In  1871,  the  paper  on  industrial  insurance  by  Mr.  Henry  Harbin,  the 
genius  behind  the  success  of  the  Prudential  Assurance  Company  of  London, 
was  first  published  in  the  United  States.    This  paper  attracted  much  atten- 
tion in  the  insurance  world.    Correspondenoe  with  Mr.  Harbin  later  led  that 
gentleman  to  frame  an  act  for  the  Congress  of  the  United  States,  whereby  the 
English  Prudential  plan  could  be  operated  in  this  country.    He  also  furnish- 
ed numerous  forms  for  that  purpose. 
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Insurance  papers  took  up  the  discussion  of  industrial  insurance.  The 
"Insurance  Times"  in  particular  pointed  out  the  fact  that  the  plan  could  be 
successfully  adapted  to  the  industrial  needs  and  conditions  in  the  United 
States.     This  paper  showed  also  that  the  assessment,   fraternal  and  various 
other  plans  tried  heretofore  had  all  been  failures;  along  with  the  numerous 
attempts  of  the  labor  unions  and  laborer's  organizations  to  furnish  their 
members  a  form  of  insurance  adapted  to  their  conditions.    In  1378  the 
"Spsotator"  and  the  "Monitor"  both  had  articles  refering  to  the  English 
Prudential  and  its  work  in  England,    The  former  paper  especially  expressed 
its  doubts  as  to  the  ultimate  success  of  the  business  of  industrial  insur- 
ance when  applied  to  4merican  conditions.     In  1874  Mr.  Clark,  the  Insurance 
Commissioner  of  Massachusetts,  in  his  report  to  the  state  legislature  des- 
cribed the  work  and  experience  of  the  English  Prudential  with  a  view  of 
bringing  the  subject  to  the  attention  of  the  American  people. 

The  Widow's  and  orphan's  Friendly  Society  was  chartered  in  the  city  of 
Newark,  New  Jersey,  in  1873  under  the  guidance  and  inspiration  of  certain 
men  inspired  with  the  belief  of  the  ultimate  success  of  industrial  insurance 
in  the  United  States.    This  society  was  re-organized  in  1375  under  the  name 
of  the  Prudential  Friendly  Society.    The  first  industrial  life  insurance 
policy  written  in  this  country  was  dated  November  10,  1875,  and  was  written 
by  the  Prudential  Friendly  Society,  which  afterwards  became  the  prudential 
Insurance  Company  of  Newark,  New  Jersey. 

Co-operative  and  assessment  friendly  societies  and  companies  flourished 
in  the  United  States  during  the  period  1865  to  1875.    Their  objects  were  to 
reach  the  workingmen.    Their  methods  were  impracticable  and  unscientific  and 
ultimately  the  plan  failed. 

All  the  while  a  great  need  was  felt  among  the  workingmen  for  a  good, 
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secure,  convenient,  available  system,  adapted  to  their  need3  and  abilities, 
jife  insurance  should  be  made  available  to  wage  earners  and  this  should  be 
done  by  making  premiums  easily  payable  in  small  installments;  by  grading 
the  insurance  to  the  amount  of  the  premium;  by  adapting  the  insurance  to 
every  member  of  the  family.    This  has  thus  far  been  possible,  only  by  one 
means;  by  collecting  the  premiums  weekly  by  calling  at  the  homes  of  the  in- 
sured.   This  entailed  the  necessity  of  a  large  field  force  in  connection 
with  the  collection  of  premiums  and  soliciting  of  new  business. 

Mr.  John  P.  Dryden  was  attracted  by  the  success  of  the  3nglish  Pruden- 
tial.   He  thoroughly  believed  in  the  industrial  insurance  idea  and  had  the 
courage  to  follow  his  convictions  with  actions.    His  untiring  zeal  and  faith 
enabled  the  project  to  start  against  apparently  unsurmountable  difficulties. 
Mr.  Dryden  gathered  a  circle  of  capable  men  around  him  and  entered  upon  the 
venture,  for  which  was  prophesied  certain  failure.    The  Prudential  Friendly 
Society  was  chartered  February  13,  1375.    It  began  business  on  November  10, 
1875  and  on  March  15,  1377  its  charter  was  amended  and  the  society  put  on 
a  purely  commercial  basis. 

In  1879  the  Metropolitan  Insurance  Company  of  New  York,  already  trans- 
acting an  ordinary  business,  started  into  the  industrial  field.    The  same 
year  the  John  Hancock  Mutual  Life  Insurance  Company  of  Boston  Massachusetts 
also  started  transacting  industrial  business.    The  Provident  Savings  Life 
Insurance  Company  and  the  Germania  also  started  the  business,  but  soon  gave 
it  up.    In  later  years  many  other  industrial  companies  have  started,  some 
since  continuing  with  good  success,  others  retiring  from  the  business  after 
a  short  while.    But  the  three  large  companies  have  continued  uninterruptedly 
in  the  business,  continually  growing  larger,  stronger  and  more  secure,  and 
at  the  same  time  more  liberal  in  their  policy  provisions  and  continually 
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lower  in  their  rates.    For  many  years  they  have  given  voluntary  dividends 
in  large  amounts;  and  as  a  most  recent  step,  one  of  the  largest  companies 
ha3  now  become  mutual  in  its  organization,  and  the  largest  industrial  com- 
pany in  the  United  States  is  also  taking  steps  in  that  direction.    The  John 
Hancock  Company  has  long  been  a  mutual  company.     It  is  these  tendencies  to- 
ward increasing  liberality  and  the  returning  of  profits  to  policyholders  by 
mutualizat ion,  that  may  be  said  to  characterize  the  attitude  of  the  indus- 
trial companies  at  the  present  time.    The  business  has  been  a  difficult  and 
expensive  one  to  establish.    Large  outlays  from  private  sources  were  neces- 
sary before  the  system  was  self-sustaining.    Expert  internal  management  and 
field  talent  were  necessary.     A  large  body  of  men  had  to  be  trained  and 
educated  in  the  work.    This  took  considerable  time  and  was  an  expensive  pro- 
cess, but  when  once  the  preliminary  difficulties  were  over,  success  was  more 
assured  and  the  companies  grew,  expanded  and  developed. 

The  initial  steps  to  promote  industrial  insurance  in  the  United  States 
were  confronted  with  much  opposition,  often  of  a  virulent  nature.    The  busi- 
ness was  considered  wrong  and  against  the  best  public  policy.  Industrial 
life  insurance  was  not  considered  legitimate.     It  was  discountenanced,  but 
despite  adverse  sentiment,  it  gained  a  gradual  start  until  within  the  last 
decade  it  has  been  growing  by  leaps  and  bounds.    Cnarity  workers  were  against 
the  system.    Newspapers  conjured  ap  "monstrous  abuses"  of  all  sorts.  But 
honest  methods  in  general  prevailed.    Public  sentiment  has  now  largely  chang- 
ed; the  system  is  getting  its  just  deserts  and  state  insurance  departments 
have  aided  in  bringing  the  truth  to  the  front.    The  great  business  and  finan- 
cial depression  throughout  this  country  in  1373  added  to  the  difficulties  of 
starting  an  industrial  insurance  venture  at  that  time.    Money  was  hard  to 
obtain  to  start  the  new  enterprise.     Another  difficulty  was  the  fact  that 
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statistical  data  was  wanting  in  this  country,  as  well  as  competant  actuarial 
experience  to  guide  the  company  in  its  policies  and  practices.     When  the 
Prudential  Company  started,  it  was  on  lines  patterned  after  the  British 
friendly  societies.    These  had  sickness  and  other  provisions.    The  Prudenti- 
al, in  its  early  history,  had  four  aims, 

(1)  The  relief  of  sickness  and  accidents. 

(2)  A  pension  for  old  age. 

(3)  An  adult  burial  fund. 

(4)  An  infant  burial  fund. 

All  other  features  but  straight  life  insurance  were  found  to  be  impractica- 
ble and  were  soon  discontinued.     If  an  adequate  supply  of  trustworthy  data 
had  been  on  hand,  these  mistakes  would  not  have  been  made.    The  ideas  of 
the  early  workers  in  the  industrial  field  was  that  what  the  working  class 
demanded  was  cheap  insurance,  even   a.t     some  risk  as  to  security.  There 
is  only  one  kind  of  cheap  insurance  and  that  is  insecure  insurance;  that  is, 
insurance  based  on  illogical  and  unscientific  principles.    Of  course,  those 
early  attempts  failed.     It  was  not  cheap  insurance  that  the  industrial  class 
needed.    It  was  convenient  insurance,  —  insurance  adapted  to  their  economic 
condition  and  their  ability  to  pay.    It  was  that  one  virtue  above  all  others 
security,  that  enabled  the  companies  to  survive  those  early  times  of  criti- 
cism and  disregard. 

Industrial  insurance  is  written  in  all  the  states  of  the  United  States, 
besides  in  all  the  more  important  sections  of  the  Dominion  of  Canada.  In- 
dustrial insurance  is  in  evidence  especially  in  urban  communities  where  many 
millions  of  policies  are  in  force  at  the  present  time.     All  big  disasters 
bring  it  into  prominence  because  of  tne  number  of  claims  paid.     In  many 
states  in  the  east,  especially  New  Jersey,  parts  of  ^jew  York,  Pennsylvania, 
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Ohio,  and  the  New  Bngland  States,  the  system  of  industrial  insurance  is  now 
practically  universal  in  its  extent.    Many  cities  have  whole  sections  where 
not  a  single  person  resides,  but  has  an  industrial  insurance  policy.  Its 
immense  proportions  and  phenominal  growth,  combined  with  its  policy  of  nelp- 
fulness  to  the  poorer  classes  at  the  present  time  mark  it  as  one  of  the 
foremost  provident  institutions  of  Sngland  and  the  United  States. 
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CHAPTER  III 

A  Study  of  the  Industrial  Insurance  Companies  in  Operation 

at  the  Present  Time. 
*    *  * 

The  industrial  insurance  companies  of  the  United  States,  at  the  present 
time,  operate  in  all  the  states  and  in  the  Dominion  of  Canada.  Considering 
the  fact  that  the  first  American  industrial  policy  was  dated  November  10, 
1875,  the  millions  of  policies  now  in  force  clearly  show  the  remarkable 
development  of  the  business. 

There  ar3  in  the  United  States  at  the  present  time,  doing  and  trans- 
acting the  business  of  industrial  insurance,  twenty-two  companies.  They 


are  — 

1. 

American  Assurance  Co.  of  Philadelphia,  Pa. 

2. 

i 

American  Life  Insurance  Co.  of  Chicago,  111. 

3. 

American  National  Insurance  Co.  of  Galveston, Tex. 

4. 

Baltimore  Life  Insurance  Co.  of  Baltimore,  Md. 

5. 

Beneficial  Life  Insurance  Co.  of  Salt  Lake  City,  Utah. 

6. 

Boston  Mutual  Life  Insurance  Co.  of  Boston,  Mass. 

7. 

Carolina.  Life  Insurance  Co.  of  Columbus,  S.  C. 

3. 

Colonial  Life  Insurance  Co.  of  America  of  Jersey  City, 

N.  J. 

•  9. 

Commonwealth  Life  Insurance  Co.  of  Louisville,  Ky. 

10. 

Equitable  Life  Insurance  Co.  of  Washington,  D.  C. 

11. 

Home  Life  Insurance  Co.  of  America  of  Philadelphia,  Pa. 

12. 

Independent  Life  Insurance  Co.  of  America  of  Nashville, 

Tenn. 

13. 

John  Hancock  Mutual  Life  Insurance  Co.  of  Boston,  Mass. 

J 
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14.  Life  Insurance  Co.  of  Virginia  of  Richmond,  Va. 

15.  Metropolitan  Life  Insurance  Co.  of  New  York,  N.  Y. 

16.  Mutual  Lifs  Insurance  Co.  of  Baltimore,  Md. 

17.  Prudential  Life  Insurance  Co.  of  America  of  Newark,  N.  J. 

18.  Prudential  Life  Insurance  Co.  of  San  Antonio,  Tex. 

19.  Public  Savings  Insurance  Co.  of  Indianapolis,  Ind. 
2D.    Standard  Life  Insurance  Co.  of  Atlanta,  3a. 

21.  West  Coast  Life  Insurance  Co.  of  San  Francisco,  Cal. 

22.  Western  and  Southern  Life  Insurance  Co.  of  Cincinnati,  Ohio. 

The  following  tables  show  the  number  of  policies  and  amounts  of  indus- 
trial insurance  in  force  in  the  United  States  from  1375  to  the  present  time; 
further,  the  industrial  insurance  in  force  per  capita  population  according 
to  the  population  estimated  yearly,  between  the  census  years  of  1870,  1880, 
1390,  1900,  1910. 

During  the  last  decade  the  average  amount  of  the  industrial  policy  in 
force  is  seen  to  remain  pretty  much  the  same,  but  the  per  capita  amount  of 
industrial  insurance  in  force  has  been  steadily  increasing. 

The  figures  through  1910  are  from  data  by  Mr.  Hoffman,  Statistician  of 
the  Prudential  Insurance  Company.     After  1910  are  the  author's  results,  com- 
puted from  Spectator  Year  Book  data. 
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Industrial  Insurance  in  Force  (U.  3.  ) 

[No.  or 

Year) Companisaj 
i  R  sport  i  | 

\ 

Numbsr   of    Polioies  } 

j 

Amt.    of    Imuraaofl  j 
 I 

p  a  J  9    Amt.  of 
Policy    in  Fores. 

1375 

1376 

1 

4816 

&  443072 

T? 

ft  92 

1377 

1 

11226 

1030655 

92 

1378 

1 

22308 

2027838 

89 

1379 

5 

60371 

5763367 

95 

1830 

5 

236674 

20533469 

37 

1831 

5 

367453 

33501740 

91 

1382 

4 

590053 

56564632 

96 

1333 

4 

377334 

37793650 

100 

1334 

4 

1092529 

IIIII5252 

102 

1835 

4 

1377150 

145938241 

106 

1386 

4 

1730372 

19343H70 

111 

1387 

5 

2310003 

255533472 

111 

1388 

9 

2794102 

304673004 

109 

1889 

10 

3366062 

365341267 

109 

1390 

10 

3382914 

423789342 

110 

1891 

11 

4309362 

431925977 

112 

1892 

13 

5125866 

533533745 

114 

1893 

15 

37^6746 

662647364 

115 

1894 

15 

6858233 

303067595 

117 

1895 

14 

6952794 

320746562 

113 

1896 

13 

7336095 

838267912 

120 

1397 

14 

8005417 

996144739 

124 

1393 

16 

3798512 

1110078702 

126 

1899 

19 

10052333 

1293329995 

129 

1900 

20 

11219296 

1468923342 

131 

1901 

17 

12337019 

1640827454 

133 

1902 

17 

13443147 

1306394473 

134 

1903 

17 

14606635 

1973241009 

135 

1904 

19 

15674334 

2135859103 

136 

1905 

20 

16872533 

2309754235 

137 

1906 

22 

17841396 

2453616207 

133 

1907 

23 

18849357 

2577396941 

137 

1903 

23 

19637675 

•  2663919696 

136 

1909 

25 

21552344 

2967596031 

138 

1910 

23 

23034463 

3177047874 

138 

1911 

32 

24703499 

3423790536 

133.57 

1912 

31 

Of v/jofooj 

137.61 

1913 

29 

29243950 

3962385037 

135.49 

47 

Per  Capita  Amount 

of  Industrial  Insurance 

in  Poroe  ( UT  S. ) 

Year 

Population  J 

"1 

Ant.    of    I nd .  Ins. 

Ind.    In*,    (per  oaplta) 

inforoe  j 

r  t  

1375 

1376 

45,515,817 

$  443,072 

$  0.01 

1377 

46,676,553 

1,^30,655 

0.02 

1373 

47,336,299 

2,027,388 

0.04 

1379 

48,996,040 

5,763,367 

0. 12 

1880 

50,155,733 

20,533,469 

0.41 

1881 

51,434,976 

33,501,470 

0. 65 

1882 

52,714,169 

56,564,682 

1.07 

1883 

53,993,362 

87,793,650 

1.63 

1334 

55,272,555 

111,115,252 

2.01 

1885 

56,551,748 

145,933,241 

2.58 

1336 

57,830,941 

193,431,170 

3.43 

1337 

59,110,134 

255,533,472 

4.32 

1383 

60,389,327 

304,673,004 

5.05 

1339 

61,663,520 

365,341,267 

5.93 

1890 

62,947,714 

428,739,342 

6.31 

1891 

64,252,400 

431,925,977 

7.50 

1392 

65,557,086 

533,533,745 

3.90 

1393 

66,861,772 

662,647,364 

9.91 

1394 

63,166,458 

303,067,595 

11.73 

1395 

69,471,144 

320,746,562 

11.31 

1396 

70,775,330 

383,267,912 

12.55 

1397 

72,030,516 

996,144,739 

13.32 

1893 

73,335,202 

1,110,078,702 

15.13 

1899 

74,639,888 

1,293,329,995 

17.32 

1900 

75,994,575 

1,463,923,342 

19.33 

1901 

77,552,344 

1,640,327,454 

21.16 

1902 

79,110,113 

1,806,394,473 

22.84 

1903 

30,667,382 

1,978,241,009 

24.52 

1904 

32,225,651 

2,135,359,103 

25.93 

1905 

33,733,420 

2,309,754,235 

27.57 

1906 

85,341,139 

2,453,616,207 

28.75 

1907 

36,893,958 

2,577,896,941 

29.67 

1903 

33,456,727 

2,668,919,696 

30.17 

1909 

90,014,496 

2,967,596,031 

32.97 

1910 

91,572,266 

3,177,047,374 

34.69 

1911 

93,130,035 

3,423,790,536 

36.76 

1912 

94. 637. 304 

3,707,567,865 

39.16 

1913 

96,245,573 

3,962,385,037 

41.17 
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There  was  in  force  in  1913,  according  to  the  returns  of  the  1914  Year 
Book  of  Insurance,  29,243,950  policies  for  the  amount  of  $  3,962,385,037. 
This  *ives  as  an  average  amount  of  the  policy  in  force,  $  135.49  for  the 
same  year  and  also  gives  -$  41.17  per  capita  of  industrial  insurance  in  force 
in  1913.    The  Prudential  and  the  Metropolitan  Companies  have  by  far  the 
greater  amount  of  industrial  insurance  in  force  in  the  United  States  today. 
These  companies  now  do  over  ninety  percent  of  the  total  business  in  the 
United  States.    The  Prudential,  Metropolitan,  and  John  Hancock  together  now 
do  over  ninety-five  percent  of  the  total  business  in  the  United  States.  The 
companies  are  therefore  easily  seen  to  be  the  controlling  factors  in  the  in- 
dustrial business  in  the  United  States.     These  companies  operate  in  all  the 
states  of  the  Union  and  in  the  Dominion  of  Canada.     The  other  companies  are 
mainly  local  in  their  nature  and  operations.     This  is  due  primarily  to  the 
fact  that  they  are  newer  and  smaller  companies.     In  general,  a  company  in 
its  early  history  confines  its  operations  to  the  locality  near  its  home 
office  and  later  as  it  grows  and  meets  with  greater  and  greater  success,  it 
increases  its  territory  and  expands  its  field  of  operations.    The  great  pre- 
dominance in  size  of  the  Metropolitan  and  Prudential  Companies  is  due  very 
largely  to  their  early  start;  also  to  the  great  pioneers  and  founders  of  the 
business  behind  these  two  companies;  but  most  of  all,  it  is  due  to  the  fact 
that  when  they  entered  the  industrial  business,  experience  of  a  wide  and 
varied  nature  was  lacking.     All  their  data  was  based  on  the  experience  of 
British  friendly  societies  and  insurance  companies.    Rates  were  considerably 
higher  then,  than  they  are  at  present.    The  policies  then  did  not  contain 
the  liberal  features  found  in  the  present  forms;  further,  the  companies  were 
not  required  by  law  to  keep  strict  legal  reserves.    There  are,  besides,  many 
other  restrictions  which  the  new  companies  of  today  have  to  comoete  with. 
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In  other  words  it  is  considerably  much  harder  and  more  expensive,  requiring 
greater  initial  funds  and  capital,  to  start    now,  than  it  did  previously, 
when  they  entered  the  business.    Consequently  since  1875,  many  companies 
have  entered  the  industrial  business,  some  meeting  with  slight  success  and 
so  failing,  others  continuing  for  a  while  and  then  having  their  risks  re- 
insured in  some  larger  company.    For  these  reasons  the  two  or  three  lar^e 
companies  now  completely  dominate  the  industrial  business  in  America.  The 
same  is  true  of  England  and  Germany.    The  Prudential  of  London  is  the  one 
enormously  large  company  of  England,  all  the  others  being  comparatively 
small.    The  Victoria  and  Friedrich  Wilhelm  are  the  two  large  companies  in 
Germany. 

It  is  true  of  industrial  insurance  business  as  well  as  of  all  other 
industrial  phenomena;  the  larger  an  institution  becomes,  the  faster  it  pro- 
portionately grows  and  develops.    This  is  amply  illustrated  by  the  table 
showing  the  number  and  amounts  of  new  policies  issued  each  year.  Figures 
through  1910  are  from  data  by  Mr.  Hoffman.     After  1910,  the  figures  for  the 
number  of  new  policies  issued  are  the  author's,  computed  from  the  Year  Book 
data;  the  amounts  of  new  business  issued  yearly  after  1910  are  taken  from 
the  Spectator  Year  Books. 
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New 

Industrial  Insurance  Issued 

Yearly  (in  U.  S.  ) 

Year 

J      No.   of  | 
1  Companies  | 

1   t 

i 

No*    of    new    policies    issued  j 
  .  .,  ,     .,   1 

Amt.    of    new   business  issued 

1375 

1376 

1 

7,904 

#  727,168 

1377 

1 

10,521 

967,932 

1378 

1 

20,064 

1,735,696 

1379 

3 

53,604 

4,956,309 

1330 

3 

369,474 

34,768,035 

1381 

3 

409,384 

37,039,522 

1882 

3 

545,477 

52,032,281 

1883 

3 

754,614 

77,017,326 

1334 

3 

344,273 

39,150,302 

1835 

3 

375,083 

93,736,727 

1886 

3 

1,113,542 

132,674,009 

1837 

3 

1,400,113 

137,595,704 

1333 

6 

1,621,131 

170,406,321 

1839 

6 

1,353,653 

197,611,069 

1890 

9 

2,133,739 

241,946,519 

1391 

9 

1,926,399 

213, 133,800 

1392 

12 

2,460,251 

276,393,923 

1393 

14 

2,791,003 

344,546,648 

1894 

13 

4,722,607 

573,672,395 

1895 

11 

3,145,104 

332,064,588 

1896 

11 

2,369,363 

360,903,034 

1897 

11 

3,007,633 

414,722,127 

1893 

14 

3,030,903 

422,164,310 

1399 

16 

3,724,540 

,519,330,207 

1900 

13 

3,941,534 

566,001,576 

1901 

15 

4,132,836 

593,581,935 

1902 

16 

4,225,591 

611,979,933 

1903 

15 

4,064,145 

596,510,564 

1904 

17 

4,264,817 

613,404,546 

1905 

19 

4,497,032 

660,361,169 

1906 

19 

4,277,305 

631,111,683 

1907 

20 

4,143,986 

576,203,742 

1908 

20 

4,366,063  • 

594, 141,679 

1909 

23 

5,365,825 

793,216,616 

1910 

21 

5,009,115 

734,793,130 

1911 

32 

4,933,402 

735,902,210 

1912 

31 

5,301,120 

340,209,323 

1913 

29 

5,716,446 

345,962,307 
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Thus  vfe  see  in  

1876    7,904  new  policies  were  issued, 

1883    7^4,614  new  policies  were  issued, 

1893    2,791,003  new  policies  were  issued, 

I903    4,064,145  new  policies  were  issued, 

1913    5,716,446  new  policies  were  issued. 

The  business,  as  is  easily  seen,  is  growing  by  leaps  and  bounds,  increasing 
now  at  the  rate  of  almost  $  1,000,000,000  a  year. 

The  opportunity  of  business  of  the  companies  is  not  growing  smaller 
each  year,  with  the  enormous  increase  in  new  business  annually;  but,  on  the 
other  hand,  it  is  becoming  larger  and  larger.     With  our  enormous  annual  in- 
crease in  population  and  the  corresponding  increased  national  prosperity, 
the  opportunities  and  responsibilities  of  the  companies  are  ever  growing 
larger.     This  increased  growth  should  sober  them  to  the  definite  understand- 
ing of  their  great  work  to  perform. 

The  structure  of  the  various  companies  at  the  present  time  is  very 
much  the  same.     The  general  plan  of  management  and  administration  differs 
but  little  among  the  different  companies,  in  the  main  essentials,  but  of 
course  it  varies  in  completeness  according  to  the  size  of  the  business,  whic 
allows  different  degrees  of  division  of  labor  and  classifications  in  the 
systematic  management  of  the  field  and  home  office  forces. 

There  are  amon^  industrial  insurance  companies,  as  in  all  other  branch- 
es of  the  insurance  business,  two  main  forms  of  organization.    The  first 
may  be  called  the  "Stock"  comapny;  the  second,  the  "Mutual"  company.     In  the 
former  there  is  a  capital  fund  for  a  certain  amount,  subscribed  to  and  own- 
ed by  a  certain  group  of  individuals,  the  stockholders.    This  form  of  com- 
pany,  in  general,  issues  a  non-part icipat in£  policy,  or  one  that  does  not 


necessarily  share  in  the  profits.     There  may  be  a  system  of  voluntary  divi- 
dends established  for  letting  the  policyholders  share  in  the  profits,  but 
the  profits  accruing  from  the  business,  normally  belong  and  30  to  the  stock 
holders.    The  policy  would  then  be  interpreted  in  the  strict  sense  of  the 
contract  and  policyholders  would  not  share  in  any  savings  accruing  from 
mortality,  expenses,  interest  rates  and  other  savings.    But  in  actual  prac- 
tice there  are  no  absolute  stock  companies,  if  we  may  use  that  adjective. 
The  profits  or  dividends  to  stockholders  are  limited  to  a  certain  specified 
percent,  usually  7  percent  in  the  large  important  stock  companies. 

The  other  form  is  the  mutual  company.  In  this  plan  of  organization, 
the  stockholders  theoretically  are  the  company;  they  compose  it.  411  pro- 
fits accrue  to  them  and  they  share  in  all  savings.  In  this  form,  all  the 
profits  from  the  business  must  necessarily  be  divided  among  the  policyhol- 
ders; at  least  they  can  30  to  no  one  else.  If  they  receive  no  dividends, 
either  the  company  is  just  "breaking  even"  in  its  mortality  and  other  ex- 
periences, or  else  it  is  actually  losing  money. 

Most  of  the  industrial  business  has  been  done  by  stock  companies  in 
the  past.    The  Prudential  and  metropolitan  and  most  of  the  small  companies 
were  stock  companies.    The  John  Hancock  was  the  largest  mutual  company;  but 
on  January  first,  last,  the  Prudential  voluntarily  went  on  a  mutual  basis 
and  the  Metropolitan  has  already  taken  steps  along  the  same  line.    So  that 
this  year  we  witness  a  sudden  transferal  of  the  vast  amount  of  industrial 
business  in  the  United  States  and  Canada  from  a  stock  basis  to  a  mutual 
basis.    But  the  dividends  to  policyholders  will  not  be  materially  altered 
nor  will  they  participate  in  the  profits  to  a  very  much  greater  extent  than 
they  have  done  in  the  last  few  years.    This,  of  course,  is  due  to  the  ex- 
tensive system  of  voluntary  dividends,  profit-sharing  plans  and  liberal 
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polioy  provisions  which  these  two  leading  companies  have  Ions  since  had  in 
operation  for  the  benefit  of  their  policyholders.     In  other  words  it  is 
praotically  a  transferal  in  name  only  from  the  stock  companies  to  the  mutual 
plan,  in  the  case  of  our  two  largest  companies. 

The  following  table,  taken  from  the  1914  Spectator  Year  Book,  shows  the 
aggregate  of  the  financial  standing  and  business  for  1913  of  the  industrial 
companies  operating  in  the  United  States. 
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A^gre^ate  of  the  Financial  standing  and  business  for 

1913 

of  Industrial 

Number  of  HomDanies 

companies. 
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flaDit.al  Stock 

7,693,055 

JL  TiOOm.0 

Net  Frerniums 

1 1  W  V       JL    X   w  111  A  w*  III  vJ 

14, 2o4,067 

Renewal  Premiums 

203,836,222 

Received  for  Annuities 

686,632. 

Total  Premium  Income 

213,330,921 

Dividends     interest,  etc. 

36,526,  136 

Received  for  rents 

3, 147, 621 

HI  I     UUIlt/I  ICSU'O.lUOo 

,  ,  1.717,371 

X  V  U  G*  X      lllb  vl  OOw      ClUU      WW  HOI        i  iiO\/>UC 

41,391,128 

Tot.a.1  Tnooinfi 

260,223,049 

Expend i t ures 

Paid  for  death  losses 

o0, 349,409 

Pa  i  ^    F  r\v*    mat  iif*o  onVlrtitfrrtoM+Q 

~  a  x  J.  i  or  rociu  urc  eiiuuwiiitJiii)  s> 

3, 193,691 

Annuities  paid  and  disability 

902,009 

Paid  for  surrendered,   lapsed  and  purchase 

d  policies 

11,710, 149 

Dividends  to  policyholders 

15,691,177 

Total  payments  to  policyholders 

39,346,435 

Dividends  to  Stockholders 

591,064 

Commissions,  salaries  and  traveling  expenses  of  agents 

43,531,207 

Medical  fees,  salaries  and  other  charges 

of  employees 

10,332,012 

All  other  expenditures 

Total  expenses 

68,390,055 

Total  expenditures 

l98,73o,490 

Excess  of  income  over  expenditures 

101,491, o59 

Assets 

Real  estate  owned 

90,243,352 

Bond  and  Mort^a^e  loans 

349,743,054 

Bonds  owned 

339,39o,5o8 

Stocks  owned 

12,354, 650 

Collateral  loans 

3, 615, 679 

Premium  loans  and  notes 

53,009, 530 

Cash  in  office  and  banks 

19,33o,3o3 

Net  deferred  and  unpaid  premiums 

l7,7lo,936 

All  other  assets 

12, 000, 971 

Total  admitted  assets 

910, 033, 403 

Items  not  admitted 

4,710,965 

Asare^ate,  ( oont inaed ) . 

L  iab  Hit  ies 

Reserve 

772, 176,807 

Losses  and  claims  not  paid 

2,797,710 

Claims  resisted 

320,919 

Dividends  unpaid 

18,  924,  610 

All  other  liabilities 

 12x£2LML. 

Total  Liabilities 

807,677,910 

Surplus  to  policyholders  (including  capital) 

102, 410, 493 

Foliay  Aooount 

New  business  written  and  paid  for,  Policies 

6,537,506 

Amount 

350,115,478 

Total  insurance  in  force,  Folicies 

29,431,756 

Amount 

3,977,091,002 

Total  assets  (including  non-admitted  items) 

914,799,373 

Total  Surplus  (including  non-admitted  items) 

107, 121, 4oJ 
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Section  I.      The  Organization  of  the  Companies. 
The  internal  organization  of  the  companies  for  the  active  conduct  of 
the  business  of  industrial  insurance  is  very  similar  in  the  different  com- 
panies.   They  differ  among  themselves  in  small  details,  as  in  the  names  of 
the  officials  and  territories  and  also  in  the  relative  completeness  and 
thoroughness  of  their  organizations,  but  in  the  essential  features,  they 
are  very  similar. 

There  are  two  main  divisions  in  the  work  of  the  industrial  insurance 
company  and  there  is  a  separate  set  of  employees  for  each.     We  have  the   

(1)  Home  office  and  home  office  force, 

(2)  Branch  offices  and  field  force. 

The  home  office  is  the  headquarters  of  the  company.     The  executive  of- 
ficials are  located  there  and  the  home  office  is  situated  in  the  state  un- 
der whose  laws  the  company  is  incorporated.    The  clerical  work  of  the  com- 
pany is  done  to  a  lar^e  extent  at  the  home  office.    Taking  a  lar^e  company 
as  an  illustration,  we  find,  for  example,   in  the  home  office 

(1)  Offices  of  the  chief  executive  officials.     4mong  these  offices, 

may  be  cited,  those  of  the  president,  vice-presidents,  (each 
being  at  the  head  of  a  distinct  branch  or  phase  of  the  work), 
the  secretaries,  the  treasurers,  legal  advisors,  actuaries, 
statisticians  and  various  other  officials  and  department  heads, 

(2)  Departments  of  the  home  office.     Amon^  these  departments,  we  may 

cite  the  actuarial,  statistical,  medical  inspection,  claims, 
policy  issue,  auditing  and  accounting,  agency,  treasury,  print- 
ing, libraries,  inspection,  welfare  and  numerous  other  depart- 
ments and  sub-departments  of  the  business. 
The  character  of  the  industrial  insurance  business  is  such  that  an 
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enormous  amount  of  detail,  routine  and  clerical  work  is  required.  The  of- 
fices of  the  large  companies  employ  as  many  as  4,003  to  9,000  persons  in 
the  home  office  alone.  This  requires  an  enormous  amount  of  space.  In  fact 
the  home  offices  often  cover  many  acres  of  floor  space.  The  industrial  pol- 
icy averages  about  $  135  to  $  140  while  the  ordinary  policy  averages  about 
$  2,400.  Thus  atfout  eighteen  times  as  much  field  labor  and  clerical  work 
is  necessary  to  transact  an  amount  of  industrial  business  equal  to  one  ordi- 
nary policy,  for  those  factors  for  which  cost  is  directly  proportional  to 
the  number  of  policies.  The  amount  of  detail  is  simply  enormous.  Thousands 
of  applications  come  into  the  home  office  weekly.  These  must  all  be  passed 
on,  inspected,  recorded  and  either  issued,  or  rejected.  The  forms  must  be 
filled  out  and  returned  to  branch  offices  weekly.  An  enormous  amount  of  cor 
respondence  must  be  carried  with  the  field  force. 

Vast  amounts  of  literature,  printed  pamphlets  and  hundreds  of  different 
kinds  of  forms  for  the  offices  and  field  men  are  print  3d  at  the  hone  office 
of  a  large  company  and  distributed  to  the  field  force.     Complete  records 
must  be  kept  of  the  business  in  the  various  departments. •  The  actuarial  de- 
partment makes  the  annual  valuations  for  tne  millions  of  policies  in  force 
and  this  department  has  charge  of  the  determination  of  the  premium  rates  and 
various  other  matters.     The  statistical  department  studies  the  experience  of 
the  company  in  all  lines,  with  the  object  of  improving  the  business.  The 
whole  business  is  checked,  audited  and  constantly  inspected. 

The  efficiency  expert  and  the  man  who  advocates  system  considers  the 
home  office  of  a  large  industrial  insurance  company,  as  a  striking  example 
of  his  plans.    For  there,  the  expert  systemat izat ion  of  labor  and  efficiency 
of  the  division  of  labor  is  found  to  a  large  extent. 

The  home  office  must  keep  a  watchful  eye  on  the  network  of  branch  office 
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and  on  the  immense  field  force.     It  is  the  nucleus  of  the  system  from  which 
radiates  the  instructions  and  policies  of  the  company.     The  systemat i zat ion 
of  an  office  of  tnis  sort  develops  the  expert  in  a  certain  line  to  his  high- 
est point  of  efficiency.    The  enormous  volume  of  business  transacted  enables 
the  company,  by  means  of  its  specialization    and  division  of  labor,  to  reap 
all  the  advantages  of  the  large  scale  enterprise.     The  larger  the  company, 
the  more  branches  of  investigation  and  operation  it  is  able  to  conduct;  at 
the  same  time,  the  lower  is  the  expense  per  unit  policy.    By  this  hi^h  de- 
cree of  efficiency,  the  expenses  are  lowered  and  are  continually  being  low- 
ered year  after  year.     It  is  a  gradual  but  sure  decrease. 

The  second  division  of  company  organization  we  have  to  consider  is  the 
field  force.  The  company  has  in  all  large  cities,  branch  offices  or  agency 
headquarters;  one  of  these  being  the  headquarters  of  each  agency.  In  order 
to  ascertain  in  the  best  way  the  exact  formation  and  component  parts  of  a 
field  force  of  a  lar^e  company,  let  us  take  the  organization  of  one  of  the 
largest  companies  as  a  fair  representation  of  the  typical  field  force.  The 
composition  of  this  field  force  is  as  follows,   

The  territory  of  the  United  States  and  Dominion  of  Canada  is  divided 
into  certain  sections  and  territories,  for  convenience  and  classification, 
according  to  the  grouping  and  density  of  the  population  and  amounts  of  busi- 
ness in  force.    Then  various  officers  and  sub-officers  are  placed  in  charge 
of  these  various  sections  and  territories,  all  of  this  force  being,  of  course , 
under  some  executive  official  of  the  home  office. 

For  industrial  insurance,  the  plan  of  the  field  force  is  outlined  as 
follows:   

A.      The  Vice  President  (a  home  office  official) 

I.    Four  groups  with  Assistant  Secretaries  in  charge. 


si*      Ei^nt     u ho-j l v l s ions ,     wiLn  supervisors  in  onar js. 

1«      Sixteen  divisions  witn  division  managers  in  charge. 

a).      Several  hundred  districts. 

i).      Sub-districts  and  organizations,  with  super  • 

intendents  in  charge,  Assistant  superintend  ■ 

ents,  agents. 

Inspectors,  auditors  and  other  officials, 

who  examine  the  records  and  boo'^s  of  the 

branch  offices. 

The  field  over  which  the  industrial  insurance  company  operates  is  --- 

T 

1  • 

norae  or  r  i  ce  • 

A.  croups. 

1.  Divisions. 

a.      Districts,  (agencies). 

l).  Sub-agencies. 

a).  Organizations. 

The  whole  field  force  is  in  charge  of  a  Vice  President,   located  at  the 

home 

office.     For  convenience  the  whole  United  States  and  Canada  are  divided 

into 

four  groups   

i)»     Nortnern  group, 

eastern  group, 

3)«    Central  ^roup, 

4).     Western  $roup. 

At  the  head  of  each  ^roup  is  an  assistant  secretary.    Each  |roup  is  in 

turn 

divided  into  four  divisions.    For  example, say, 

Division  8, 

Division  H, 

60 

Division  C, 
Division  Canadian, 

oompo39  the  northern  group.     At  the  head  of  the  division  is  a  Division  Mana- 
ger.   Each  division  is  then  divided  into  districts.    These  districts  are 
usually  large  oities  or  parts  of  the  very  large  cities.     At  the  head  of  the 
district  is  the  superintendent.    Often  the  neighboring  territory  around  the 
city  is  included  under  his  jurisdiction.    In  these  small  towns  are  sub-agen- 
cies or  organizations,  in  charge  of  an  assistant  superintendent.     The  large 
city  district  or  agency  is  then  divided  into  assistancies;  each  in  charge 
of  an  assistant  superintendent.     4  small  town  is  considered  as  an  assistancy 
under  the  branch  office.    Each  assistant  is  in  charge  of  a  section  of  a 
large  city.     Under  him  are  a  number  of  agents.     Each  agent  has  a  debit  which 
is  a  list  of  policyholders,   living  in  the  same  section  of  the  city,  to  look 
after.    This  is  usually  included  in  a  part  of  the  section  of  the  city  allote 
to  the  assistant's  care.    Thus  the  whole  field  force  is  composed  of  large 
units  subdivided  and  again  subdivided,  one  step  below  the  other,  until  an 
efficient  system  of  administration  and  control  is  obtained.     Each  sub-unit 
is  responsible  to  the  unit  above  it  and  in  turn  that  is  responsible  to  the 
next  higher  up,  and  so  on  until  finally  the  whole  is  responsible  to  a  vice 
president,  who  is  the  executive  head  of  the  whole  field  force.    There  are 
besides,  various  inspectors  and  auditors  and  examiners  traveling  out  of  the 
various  executive  offices,  whose  business  it  is  to  examine  into  all  the 
business  of  the  field  force. 

The  other  large  company  has  a  very  similar  system  of  field  organization; 
in  fact  it  is  practically  identical  except  for  the  names  of  the  districts 
and  the  names  or  titles  of  the  officials  in  charge  of  them.    In  this  company, 
the  United  States  and  Canada  are  divided  into  eight  territories;  and  again 
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into  districts  and  sab-divisions.     A  viae  president  is  at  the  head  of  the 
field  force.     Under  him  are  the  supervisors,  superintendents  of  agencies, 
superintendents,  deputy  superintendents  and  agents.     Also  there  are  the  var- 
ious inspectors  and  auditors  traveling  out  of  the  home  offices  inspecting 
and  checking  the  records  and  conditions  of  the  various  agencies. 

In  the  largest  companies  there  are  employed  in  the  field  work  of  ad- 
ministration, supervision,  soliciting,  collecting  and  inspecting  between 
33,330  and  40,000  employees.     The  unit  of  operation  for  practical  purposes 
in  the  field  may  be  taken  as  the  district,  or  agency  with  the  superintendent 
as  the  administrative  head.    His  main  work  is  in  the  city  over  which  he  has 
charge  and  also  in  the  surrounding  territory  and  neighboring  towns.    He  is 
in  complete  charge  of  the  work  in  that  district.    Under  him  are  the  assist- 
ant superintendents,  usually  from  six  to  ten,  depending  upon  the  size  of  the 
agency.    Under  these  assistants  are  the  agents,  usually  between  four  and 
eight  for  each  assistant;  generally  five  or  six,  again  depending  upon  the 
size  of  the  agent's  territory.    The  clerical  force  at  the  office  in  the  city 
and  also  the  medical  examiners  should  be  included  in  the  list  of  branch  of- 
fice employees. 

Each  agent  has  a  debit.    On  this  debit  he  collects  the  premiums  of  the 
policies  in  force.    The  specified  time  for  collecting  the  debit  is  the  first 
three  days  of  each  week.    On  Thursday  morning  he  then  makes  up  his  weekly 
account.    Thursday  afternoon  and  Friday  and  also  any  evening  if  necessary 
he  solicits  new  business,  or  "canvasses  for  prospects,"  as  it  is  called. 
Saturday  morning  the  week's  business  is  concluded  and  an  agent's  meeting  is 
usually  held,  presided  over  by  the  superintendent  in  which  instruction  and 
advice  are  given  to  the  agents  and  assistant  superintendents. 

The  agent's  duties  are  for  the  first  three  days  of  the  week  to  collect 
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the  premiums  from  the  policyholders  on  his  debit  or  roate.    It  is  done  in 
this  fashion.    He  calls  from  house  to  house  collecting  the  premiums.  These 
are  credited  to  the  policyholders  in  the  agent's  debit  book.    This  is  a 
rather  unique  device  showing  the  names  and  ages  of  all  policyholders  on  his 
debit;  the  specifications  and  particulars  of  their  policies,  and  the  pre- 
miums due.     A  small  square  space  for  every  week  of  the  year  is  also  included 
in  the  boos.    When  the  premium  is  collected,  the  policyholder  is  credited 
with  the  same  in  the  agent's  book  and  also  he  places  his  signature  in  the 
premium  receipt  book,  which  is  kept  by  the  policyholder.    Thus  a  double 
cheok  is  furnished  when  a  claim  becomes  due;  double  evidence  of  payments  of 
premiums  exists.    Thus  the  agent  collects  from  house  to  house  and  receipts 
the  premiums  as  he  collects.    When  he  has  finished  his  collections  he  must 
make  out  his  weekly  report.    This  consists  of  a  minute  examination  of  all 
payments  which  he  has  received.     4  form  is  filled  out  and  later  turned  in 
to  the  office  showing  the  amount  of  advances  and  arrears  on  each  life  regis- 
ter page  of  his  collection  book.    He  further  notes  the  lapses  which  he  has 
recorded  because  of  the  four  weeks  grace  period  having  expired;  the  trans- 
ferals from  different  debits  because  of  removals  and  other  causes;  the  re- 
vivals; and  also  any  changes  or  alterations  which  may  become  necessary  for 
him  to  make.    These  items  he  must  keep  account  of  and  all  on  different  forms 
and  blanks  provided  for  this  purpose  by  the  company.     He  then  totals  up  his 
collections  and  turns  in  his  cash  to  the  office  and  provided  the  books  bal- 
ance satisfactorily,  his  policy  account  is  concluded  for  that  week  and  the 
whole  operation  is  continued  or  repeated  each  week.    His  debit  is  inspected 
by  the  assistant  superintendent  about  every  six  months  to  see  that  every- 
thing is  in  good  condition.    In  this  way  the  agent  must  keep  his  account 
each  week  and  by  the  very  convenient  form  of  collection  book  which  the  com- 
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panies  have  devised  for  this  sort  of  work,  an  immense  amount  of  labor  at 
book-keeping  and  clerical  work  is  saved.    The  collection  book  is  one  of  the 
important  devices  which  the  companies  have  devised  for  reducing  the  immense 
and  almost  prohibitive  amount  of  work  of  the  collections  to  a  matter  of  sim- 
ple routine  of  which  any  new  agent  can  acquire  a  knowledge  in  a  very  short 
tint. 

When  this  function  of  the  agent's  work  is  concluded  for  the  week,  he  is 
supposed  to  canvas  for  new  business.    Straight  canvassing  from  door  to  door 
in  his  district  is  usually  advised  by  the  company  as  this  gives  the  best  re- 
sults in  the  Ion*  run.     All  the  time  he  must  be  on  the  lookout  for  prospects 
and  he  solicits  not  only  for  industrial  but  for  ordinary  business  as  well. 
His  main  field  for  ordinary  prospects  is  among  the  working  class,  a  field 
left  practically  untouched  by  the  strictly  ordinary  companies.    This  is  one 
of  the  direct  economic  advantages  of  industrial  insurance  and  the  whole  sys- 
tem of  industrial  solicitation. 

After  soliciting  an  applicant  for  industrial  insurance  and  the  person 
applies  for  a  policy,  the  agent  seeks  the  following  information  from  the 


applicant. 

(1). 

Full  name  and  address, 

(2). 

Place  and  date  of  birth, 

(3). 

Weight,  height  and  general  physical  makeup, 

(4). 

Presence  of  chronic  diseases, 

;i  (5). 

Lung  trouble, 

(6). 

Date,   length  and  nature  of  last  illness, 

(7). 

Questions  of  hereditary  nature, 

(3). 

Occupat  ion, 

(9). 

General  sanitary  conditions  of  residence, 
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(10)  .     Morals  ani  habits, 

(11)  .     General  impressions. 

The  agent  then  secures  the  applicant's  signature  and  the  payment  for 
several  premiums.     If  the  amount  is  small  the  agent  may  conduct  the  medical 
inspection  himself;  no  medical  examiner  being  needed.     If  the  amount  or  age 
is  higher,  then  the  medical  examiner  must  himself  see  the  applicant  and  ver- 
ify the  agent's  answers  to  the  questions  on  the  application  form.    This,  of 
course,  is  done  in  order  to  secure  a  certain  amount  of  selection  on  the 
higher  amounts  so  that  chronic  diseases,  mentally  and  physically  deficient 
ones  may  be  excluded  because  of  their  excessive  mortality. 

The  application  is  then  turned  in  to  the  office  and  forwarded  to  the 
home  office,  where  it  is  passed  on  and  the  policy  issued.    The  policy  is 
then  sent  to  the  branch  office  and  given  to  the  agent.     It  is  then  delivered 
to  the  applicant  and  he  becomes  a  policyholder.    Thus  we  have  the  two  chief 
functions  of  the  agent;  to  collect  premiums  and  to  solicit  new  business,  k 
successful  agent  must  collect  his  debit  in  a  satisfactory  manner,  reporting 
nearly  one  hundred  percent  collections,  and  is  expected  to  write  a  certain 
amount  of  new:  business  besides. 

In  the  settling  of  a  death  claim,  when  a  claim  occurs,  the  office  is 
generally  notified  and  the  agent  or  assistant  or  even  the  superintendent 
will  go  to  the  home  of  the  deceased  and  there  have  the  death  claim  forms 
filled  out  by  the  beneficiary,  witnesses,  the  undertaker  and  the  physician 
attending  during  the  last  illness.    This  is  done  in  order  to  prevent  fraud 
of  any  kind.    The  policy  is  surrendered  and  the  superintendent  pays  the 
claim  just  as  soon  as  the  forms  can  be  filled  out  and  signed  and  the  remains 
identified.    Claims  are  paid  with  promptness.    The  companies  realize  its 
immense  advertising  advantages;  also  the  opportunity  offered  of  selling  more 
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insurance  at  the  time  a  claim  is  paid,  when  the  emotional  attitude  is  favor- 
able for  the  selling  of  insurance  and  the  advantages  of  insurance  are  empha- 
sized. 

The  assistant  superintendents  have  charge  of  five  or  six  agents.  They 
inspect  the  debits  periodically;  make  sure,  the  doubtful  prospects  for  the 
agents  and  assist  the  agents  out  of  any  difficulties  that  may  arise.  The 
superintendent  has  charge  of  the  work  of  the  administration  of  the  district, 
hiring  and  discharging  the  employees  of  that  district.     He  is  the  company's 
representative  in  that  particular  locality. 

The  members  of  the  field  force  are  paid  for  their  services  largely  on 
the  basis  of  commissions.    Tne  agent  is  paid  fifteen  percent  on  his  collec- 
tions; fifteen  times  on  industrial  business  (or  seventy-five  cents  on  a  five 
cent  policy),  during  his  first  year;  sixteen  times,  the  second;  seventeen 
times,  the  third;  eighteen  times,  the  fourth;  nineteen  times,  the  fifth;  and 
twenty  times  after  five  years  of  continuous  service  with  the  company.  The 
agents  are  paid  on  the  basis  of  increase  only,  in  the  industrial  business. 
That  is,  they  are  responsible  for  all  lapses.    When  a  policy  is  lapsed,  they 
must  write  a  new  one  of  equal  amount  to  cover  it  before  they  are  paid  any 
commissions  for  new  business.    The  companies  do  this  in  order  to  protect 
themselves  against  willful  abuse  of  lapses  by  the  agents.     It  seems  to  be 
the  only  possible  and  practical  solution  to  the  problem  of  remunerations. 
This  plan  i3  necessary,  or  industrial  insurance  as  a  system  on  the  present 
plan  could  hardly  exist.     Agents  are  also  paid  a  commission  on  the  ordinary 
business  they  write  varying  from  twenty-five  percent  to  forty-five  percent, 
depending  on  the  form  of  policy  they  write.    The  average  agent  will  perhaps 
collect  an  $  80.00  debit  yielding  $  12.00  commissions  and  he  will  probably 
write  twenty-five  cents  of  industrial  business  yielding  $  3»75,  and  his 
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ordinary  commission  will  probably  average  about  $  2.00  so  that  the  average 
agent  will  average  about  $  17.00  to  $  13.00  weakly.    The  assistant  superin- 
tendent is  paid  a  salary  depending  on  the  size  of  the  debits  of  the  agents 
under  him  plus  small  commissions  on  the  new  business  they  write.     He  will 
average  between  $  20.00  and  $  25.00.    The  superintendent  receives  a  salary 
plus  various  small  commission  depending  on  the  increase  in  nis  district 
during  the  year  and  his  salary  or  commissions  are  raised  each  year  he  is  in 
service,  so  that  the  superintendent  will  average  about  $  100.00  weekly  or 
between  $  5,000  and  $  5,500  annually. 

The  district  managers,  supervisors,  and  assistant  secretaries  are  paid 
on  a  salary  basis  depending  on  their  length  of  service  and  general  efficient 
past  records. 

Tne  agents  are  inspected  by  the  assistants  at  least  once  in  a  year, 
usually  several  times  yearly.    The  assistants  are  inspected  by  the  superin- 
tendents.   The  work  of  districts,  both  the  industrial  ani  ordinary  business, 
the  financial  and  clerical  work  of  the  office,  is  inspected  frequently  and 
quite  unexpectedly  by  inspectors  from  the  various  home  offices  of  the  dif- 
ferent home  office  departments.    Tne  records  are  all  checked;  the  finances 
checked  and  the  books  audited  and  thoroughly  inspected.     Accurate  statisti- 
cal records  are  kept  so  that  the  home  office  knows  accurately  what  every 
district,  division  and  group  is  doing;  wnat  their  records  are  in  the  matter 
of  increase;  lapses;  renewals  and  the  minutest  details  of  its  peculiarities 
in  selling  efficiency;  collections  and  all  the  routine  in  the  conduct  of  the 
business.     It  is  necessary  that  this  thorough  inspection  system  be  maintain- 
ed in  order  to  preserve  uniformity  and  regularity  in  the  conducting  of  the 
company's  business. 

Thus  we  see  that  the  men  of  the  field  forces  of  our  large  industrial 
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insurance  companies  mast  be  men  of  considerable  business  ability.  They 
must  be  alert  and  attentive  at  all  times;  keen  to  grasp  business  opportuni- 
ties.   They  must  have  a  oertain  decree  of  personality  that  will  retain  a 
steady  clientage,  so  that  after  years  of  service,  they  have  a  considerable 
debit  of  enthusiastic  supporters  of  the  company  and  its  policies  and  methods 
In  course  of  time  they  must  learn  a  considerable  amount  of  clerical  work  and 
book-keeping.    They  must  possess  qualities  of  a  successful  salesman,  or  else 
they  will  be  very  inefficient  and  unsuccessful  solicitors  of  new  business. 
But  above  all  they  must  practice  honesty  and  integrity  and  must  be  represent' 
ative  citizens  in  their  community.     The  companies  desire  this  and  realize 
its  advantages.    Every  business  dealing  must  be  straight-forward.    They  must 
?e  able  to  meet  competition  fairly.     411  underhand  methods  of  "twisting" 
business  and  downing  the  policies  of  other  companies  are  forbidden.  The 
companies  realize  that  good  business  methods  always  pay  best  in  the  long  run, 
The  claim  is  often  made  by  those  acquainted  with  the  real  condition  of  af- 
fairs, that  the  agent  is  overpaid.    In  fact  he  is  underpaid.    The  companies 
themselves  admit  it.     Yet  they  are  very  loathe  to  increase  the  expenses  any 
further  on  the  industrial  plan  of  insurance.    Bxpenses  are  high  enough  as  it 
is.    To  be  a  successful  industrial  insurance  agent  requires  more  ability  and 
training  than  $  17  a  week  would  indicate.    Likewise  with  the  whole  field 
force,  but  especially  is  this  true  of  agents.    The  agent  is  the  life  of  the 
business.     All  plans  to  eliminate  the  agent  have  thus  far  been  unsuccessful. 

The  companies  have  now  various  plans  of  relief  to  agents,  having  been 
in  the  service  of  the  company  for  a  number  of  years  and  naving  a  clean  honor- 
able record  of  good  service  and  efficiency.    This  applies  to  assistants  and 
other  field  employees  as  well  and  takes  the  form  of  either  a  weekly  or  month- 
ly pension  after  discontinuance  of  service,  or  else  some  other  equally  bene- 
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ficient  plan  of  relief.     Some  large  companies  also  maintain  sanatoriums  ani 
free  hospitals  for  tubercular  and  other  invalidated  employees.     There  are 
various  organizations  for  the  field  and  office  forces  to  which  the  employees 
are  entitled  to  membership  after  a  certain  length  of  service,  usually  in 
five  year  periods  and  multiples  thereof.    This  lends  a  stability  and  dignity 
to  the  profession  and  tends  to  instill  in  the  young  agent's  mind  the  idea  of 
permanence  and  a  long  efficient  service. 
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Suction  II.      Styles  and  Provisions  of  Policies  of  Industrial 
Insurance, 

The  industrial  insurance  policy  at  the  present  time  is  a  very  different 
contract  from  that  in  use  when  the  business  was  first  started  in  this  coun- 
try in  1875«    Then  the  industrial  contract  was  not  so  simple  in  its  form  or 
liberal  in  its  provisions  as  it  is  now.     It  then  contained  restrictions 
limiting  its  effectiveness,  usefulness  and  real  benefits  very  materially. 
Now  the  standard  form  of  policy  is  a  document  easy  to  read,  simple  in  its 
wording  and  free  from  technical  and  hidden  details  which  would  curtail  its 
provisions.    The  provisions  are  now  liberal  in  the  matters  of  payment  of 
premiums,  revivals  in  case  of  lapse,  surrender  values,  residence  and  diseasa* 
provisions,  and  further  in  the  natter  of  occupation  and  army  and  navy  classes  . 
These  liberalities  have  come  about  slowly  and  voluntarily  on  the  companies' 
part,  when  experience  showed  that  the  security  of  the  company  would  not  be 
endangered  by  their  adoption.    These  provisions,  in  large  part,  later  be- 
came law,  so  that  the  small  companies  must  now  meet  the  competition  of  the 
larger  ones  in  these  respects. 

The  industrial  contract  is  a  brief  and  plainly  worded  contract  fully 
within  the  understanding  of  people  of  average  intellect.    The  policy  may  be 
divided  into  sections,  as  follows    • 

(1)  Introductory  clause, 

(2)  Qualifications  concerning  payment  of  claims, 

(3)  Special  conditions, 

(4)  Privileges  and  concessions.. 

There  are  three  main  kinds  of  industrial  insurance,  transacted  for  the 
benefit  of  the  industrial  classes  by  the  private  companies  in  the  United 
States  and  Canada.     They  are   
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/  t  \ 

(1) 

Adult  industrial  insurance, 

1  ,-\\ 

(2) 

Children's  or  infantile  insurance, 

(3) 

Intermediate  insurance. 

Adult  insurance  is  industrial  insurance  based  on  the  standard  and  sub- 

standard 

Tables  of  Mortality  in  this  country  (from  the  experience  of  the 

Metropolitan  Company)  on  the  lives  of  adults.     In  industrial  insurance  per- 

sons over 

ten  years  of  age,  for  purposes  of  classification,  are  regarded  as 

adults. 

The  kinds  of  industrial  insurance  nDw  written  on  adults  by  the 

targe  companies  "»»7  be  said  to  ineluda  only  a  few  forms.    The  experience  of 

the  companies  has  shown  that  what  is  demanded  is  either  a  striaght  lifs 

policy  or 

some  simple  form  of  limited  payment  life  policy.     The  companies 

have  conformed  to  this  experience  and  now  issue  three  or  four  standard  forms 

of  policies. 

The  Metropolitan  rate  book  now  gives  rates  for  the  following  cases: 

(1) 

Adult  whole  life  policy. 

Payment  of  premium  ceases  on  the  first  anniversary  of  the  date 

of  issue  after  the  insured  reaches  the  age  74.    One-half  the 

benefits  only  are  payable  if  death  occurs  within  six  calendar 

months  from  the  date  of  the  policy,  and  the  full  amount  if 

death  occurs  thereafter. 

(2) 

Adult  twenty  year  endowment. 

Matures  as  an  endowment  twenty  years  from  the  date  of  issue; 

with  the  benefits,  one-half  payable  in  the  first  six  months 

and  full  amount  thereafter. 

(3) 

Adult  twenty-five  year  endowment. 

Matures  twenty-five  years  from  date  of  issue  as  an  endowment; 

with  the  above  restrictions  on  benefits. 
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One  hundred  dollar  lif9  insurance  and  one  hundred  dollar  annuity 
The  insurance  continues  during  the  whole  of  life,  but  is  free 
of  premiums  after  age  65,  at  which  time  an  annuity  commences. 
Under  this  form  of  insurance,  each  policy  will  be  for  insur- 
ance of  B  130  SuriRg  lit*,  pi»9«i!ii!«  abasing  on  f>«»  fiwi  arori- 
797*9 7  of  the  date  of  policy  after  the  insured  reaches  age 
64,  at  which  time  an  annuity  of  $  100  will  begin;  insurance 
however  continues  thereafter  during  life,  and  in  addition 
thereto  the  annuity  is  paid  annually  until  death.  This  annui- 
ty may  be  $  100,  paid  at  the  beginning  of  each  year,  or  the 
$  100  may  be  paid  in  quarterly  installments  of  $  25  each,  as 
desired  by  the  policyholder.  If  at  date  of  death  any  install- 
ments of  the  annuity  for  the  current  year  remain  unpaid,  the 
amount  of  such  unpaid  installments  will  be  paid  in  addition  to 
the  insurance  of  -B  100.  If  insurance  and  annuities  for  larger 
amounts  are  desired  these  premiums  may  be  multiplied  by  two, 
three,  or  four  for  insurance  combined  with  annuities  of  3  200, 
$  300  and  $  400  and  so  on. 

Adult  endowment  payable  at  death  or  at  age  eighty. 

Policy  matures  as  an  endowment  on  the  first  anniversary  of  the 
date  of  issue  after  the  insured  reaches  age  79.  One-half  bene 
fits  payable  if  death  occurs  in  first  six  months  after  date  of 
issue  of  policy,  full  benefits  payable  if  death  occurs  after 
six  months. 

Convertible  life  policy. 

A  policy  providing  that  foracertain  additional  successive  per- 
iod, (at  the  option  of  the  insured,  and  when  the  life  policy 
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shall  have  become  a  paid-up  policy  payable  at  death),  premiums 

are  required  to  convert  it  into  a  fully  paid-up  endowment  for 

a  like  sum,  payable  when  the  insured  reaches  the  desired  age 

or  at  death.     In  other  words  this  poilcy  provides  for  the  con- 

version of  a  straight  life  paid-up  into  a  paid-up  endowment 

maturing  at  the  desired  age  or  at  death. 

Henoe  we 

have  the  simple  standard  forms  of  life  and  endowment  policy.  Pol- 

ioy  forms 

are  issued  by  the  Metropolitan  Company  including 

A  \ 
(1) 

The  life  policy, 

(  2) 

Endowment  policy  (payable  on  date  of  policy  after  age  79), 

(3) 

Twenty  year  endowment, 

(4) 

Twenty-five  year  endowment, 

\o) 

Life  with  annuity  policy. 

The 

standard  privileges  and  concessions  to  policyholders  which  the 

Metropolitan  grants  at  the  present  time  are   

(1) 

An  option  to  surrender  within  two  weeks.     If  tne  terms  of  the 

policy  are  not  satisfactory  or  if  its  conditions  are  not  accep' 

or  agreed  to,  the  policy  may  be  surrendered  for  cancellation 

at  the  office  of  the  superintendent  of  the  district  within  two 

weeks  from  the  date  thereof;  and  if  so  surrendered  within  said 

period  the  premiums  paid  thereon  will  be  refunded. 

(2) 

An  allowance  for  direct  payment  of  premiums.     Should  the  weekly 

premiums  on  the  policy  be  paid  direct  to  the  home  office,  or 

to  a  district  office,  without  cost  to  the  company  for  the  per- 

iod of  one  year,  the  company  will,  at  the  expiration  of  such 

year,  pay  to  the  policyholder    a  sum  equal  to  the  percent  of 

of  the  year's  premiums  so  paid,  and  thereafter  upon  further 
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payments  in  tne  same  way  one  oun^anj            .'na^o,   au  unci  vaxa 

i^^tfiari  hi;  f  hft  rirtmnfltiu    a  similar  rate  of  allowance  to  the  doI  — 

icyholier. 

(3) 

T.-«-*  «nt  nWi  1  it  11       iihu  <\r\  \  \  r>\i  <ahAll    hf*  i  nf  nnt.fl<?t,  ah  1  ft  aft.  ft  r  onft 
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year  except  ror  rraui  or  niissi.d.uernsiii>  ui  a^e. 

(4) 

-<_~^^             s       a   incioo  r»F  fmir»  wftftlfc;  cshall    hft  srantft'i  for  the 
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the  insurance  snail  continue  in  t orce.     11   ued,i,ii  occ/ur  wiiiinn 

4.  1_  „      A  n  tie*      r\P      A  y*                    f  ho     attoY*  ^  no                         ilfflC!      IJ  n  <1  ]  ]       hft      HftHllOTO'l      f*  r*  rfl 
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tne  amount  payapie  Lnereunaer,   uuu-  ricJiuiior  nub  cjonueosion  nor 

■fha    ortnont  qjioo    <-\  t-*    only    AU^p  ^  tl  P     r>  y*  P  Tl  1  n  m     q  h  A  11     ^  y*  o  o  +  o    s»  n        h  1  i  *a  
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t  i  on    on   t  hp   nat»t    of   t  hp   ffinnfinv  to   r ft o p  i  Vft   n^Pffli  nmoi    w  h  i  r>  h  at>o 

in  arrears  over  r our  wee^s. 

k  9 ; 

Daiti  no  1           Q  h  An  1  ^    Trio    i^aI  l  ^ii    h  o  f  \  in  o     nrti  i     in     ^onoonnorf*^    r\T  Y\r\v\ 

KsviVait     o.'ioui j  one  joiiu.y  ueiyUiiie  vui j  in  ^.uiisc',) 'joiice  ot  non— 

no  i/mPFlt     r^f*    nwomi  tiiyi        i  t     ti  o  t  ;    hft    y»  o  w  i  t/o"1                 nftf     mamo    Thon     f*  i  f*     t  t 

two  premiUjiis  ars  jug,    upon  one  pd.yiiisnb  01   dii  arrears  ana  ^ne 

pro se ni> aii  1  u ii  vi   sviae'icjo  soil i si  auiiui  y  0 v  ii ne  corupdny  or  x»ne 

sounci  neaiuii  01   one  lnsurea. 

b  iits   I'lbui  yi  otu    diiy    ui  uc   jui  x ii ^   u  tic            iijuaiij^   oi    uuQ   301  lCy ( 

prUVl  J9a    bllo    puilwy    Do    11  Ot    b  tic  il   d»S  ol<I16a9    illSty    Cnctn^o    b  flS    D  Qfl©-" 

i  iwi o*l  y  vi    uyiisiiv2.ia.rj.5Sj    uy   nribueri  noi  1  us  uo  x* ns  oonj pally  &X 

1  b  o    llUfiio   Ul  L  A  Oc  9    auCJOfjip<4  n  iou    uy    o  rit?    policy,    suon  0  fl8Ln  ^  Q    b  0 

baA"   c/i  l          on   but;  miaoiooJiioiib   ol    b  Jit?   odjutj   on   0U8   poilGy  Dy 

b  ne  Willy  ally  • 

\  1  ) 

*iccicienLai  aeauiu     in  une  evenu  or  one  aeaxjii  or  tne  insure!  rrom 

accident  within  six  months  of  the  date  of  the  policy,  the  full 

7A 

amount  of  the  insurance  named  in  the  schedule  will  be  paid 

suujecu  to  une  policy  conjitions. 

These 

are  tne  standard  concessions  ana  privileges  01  tne  companies  at 

the  present 

time  on  an  infusorial  policies. 

The  Prudential  Company  of  Newark,  New  Jersey,  exhibits  rates  for  simi- 

lar standard  policies  to  those  of  the  Metropolitan.     In  fact  both  are  based 

on  the  "Standard  and  Sab-standard  Tables  of  Mortality"  at  three  and  one-half 

percent  interest.    Their  4dult  Industrial  Policies  at  the  present  time  are  - 

(1) 

Life  Policy. 

Premiums  cease  at  age  75', 

Policy  is  payable  at  death  only; 

One-half  benefit  first  six  months;   full  benefit  after  six 

months. 

(2) 

Five  Hundred  Dollar  Adult  Life  Policy. 

The  same  as  the  industrial  life  policy  above,  except  that  the 

premiums  weekly  are  adjusted  to  the  $  500  benefit  at  all  ages 

fourteen  to  fifty  inclusive;   instead  of  the  benefit  being 

graded  to  the  premium  weekly  on  the  five-cent  unit. 

(3) 

Twenty-year  Endowment  Policy. 

Policy  is  payable  at  the  end  Of  twenty  years  or  at  previous 

death.     One-half  benefit  first  six  months;   full  benefit  after 

six  months. 

(4) 

Twenty-payment  Life  Policy. 

Policy  payable  at  death..    Premiums  continue  for  twenty  years 

after  date  of  issue. 

(5) 

Weekly  Income  Policy. 

For  ages  sixteen  to  sixty-five  inclusive.    Premiums  terminating 
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at  a*e  75.  Instead  of  the  benefits  beins  paid  in  a  lamp  sum 
at  the  death  of  the  insured  as  is  done  in  the  Adult  Life  Pol- 
icy, the  benefit  is  paid  in  weekly  installments  of  thirteen  to 
twenty-six  weeks  duration.  This  polioy  is  a  new  departure  in 
the  matter  of  the  payment  of  benefits  on  industrial  policies. 
It  is  designed,  of  course,  to  be  written  in  conjunction  with 
any  standard  form.  The  policy  otherwise  has  the  standard  pol- 
icy provisions  of  the  company.  It  was  felt  that  this  policy 
would  fill  an  important  need  in  carrying  the  unfortunate  fam- 
ily over  the  first  period  of  non-income  to  the  family.  The 
life  policy  will  pay  the  funeral  expenses  and  physicians  bills 
and  this  policy  will  support  the  family  for  the  first  few 
weeks  until  they  can  adapt  themselves  to  the  new  conditions, 
economically  speaking. 
This  list  comprises  the  usual  forms  written  by  the  lar^e  companies. 
The  limits  are  usually  from  ten  to  sixty-five  inclusive,  on  adult  industrial 
risks,  iost  of  the  policies  are  written  between  these  a^es  with  certain  ex- 
ceptions which  we  have  noted. 

The  industrial  insurance  contract  as  it  exists  today  is  written  in  a 
certain  standard  form  which  differs  but  slightly  among  the  various  companies. 
The  chief  provisions,  terms  and  concessions  are  alike  in  all  the  forms.  Let 
as  take  an  "Industrial  Whole  Life  Folicy"  of  one  of  the  largest  companies  as 
a-n  illustration. 

The  Prudential  Insurance  Company  of  America* 

In   oo n a i d e r at i o n   of   the    payment    of   the    weekly  premium   herein  specified, 

on  or   before   eaoh   and    every   Monday   during   the    oontinuanoe   of    this  polioy  or 

until   the   person   herein   designated   as   the    Insured    shall    reach  the  aje  of 
seventy-five  years. 
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The    Prudential    Insuranoe   Company   of    Amerioa    immediately   upon   receipt  of 
due    proof    of    the   death   of    the    Insured   during   the   oontinuanoe    of    this  policy, 
will    pay    at    it9    Home    Offioe,    Newark,    Mew   Jersey,    the    amount    of    benefit  here- 
in  speoified,    to   the    exeoutors   or    administrators   of    the    Insured,    unless  pay- 
ment  be   made   under   the    provisions   of   the    next    succeeding  paragraph. 

Facility   Of  Payment.         It    is    understood    and    agreed    that    the    said  oompany 
may   make    any   payment    or   jrant    any   non-forfeiture    privilege    provided   for  in 
this   policy   to   any   relative   by   blood   or   oonneotion  by   marriage   of    the  In- 
sured,   or   to    any   person   appearing   to    said    company  to   be   equitably  entitled 
to   the    same   by  reason  of    having    inourred   expense   on  behalf   of   the  Insured, 
for    his   or    her   burial,    or,    if   the    Insured   be   more   than   fifteen   years   of  aje 
at   the   date   of   this    policy,    for    any   other   purpose,    and   the   production  by 
the   Company   of    a   reoeipt    signed   by   any  or   either   of    said    persons   or   of  other 
sufficient    proof    of    auoh   payment   or   ^rant    of    such   privilege    to    any   or  either 
of   them   shall   be    conclusive   evidence   that    such   payment    or    privilege    has  been 
made   or  granted   to   the    person   or   persons   entitled   thereto,    and    that  all 
claims    under   this   Policy   have    been   fully  satisfied. 

Preliminary  Provision.        This    Policy   shall    not    take    effect    if    the  In- 
sured  die   before   the   date    hereof,    or    if   on   suoh  date   the    Insured   be    not  in 
sound    health,    but    in   either   event    the    premiums    paid    hereon,    if    any,    shall  be 
returned. 

Schedule. 

(1)  Name    of  Insured. 

(2)  A^e    next  birthday. 

(3)  Amount   of  benefit. 

(4)  Weekly  premium. 

If   the    Insured    shall   die   within   six   months   from   the   date    hereof,  the 
amount    of    the   benefit    will    be    reduced  one-half. 

Prov is  ions. 

Payment   Of  Premiums.         All    premiums    are   payable   at    the    Home   Offioe    of  the 
Company,    but    may  be    paid   to   an   authorized    representative    of    the  Company; 
suoh   payments   to   be   reoo^nized   by  the   Company   must   be   entered    at   the  time 
of    payment    in   the   Premium   Receipt   Book,  belon^inj   with  this   Policy.      If  for 
any   reason  the    premium   be    not    called    for   when   due    it    shall   be   the   duty  of 
the   policyholder,    before    said   premium   shall   be    in   arrears   four   weeks,  to 
brinj   or    send    said   premium   to   the    Home   Offioe   of   the   Company  or   to   one  of 
its   diatriot  offices. 

Policy  When  Void.        This    Polioy   shall   be   void    if    there   be    upon   the  life 
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of    the    Insured    an    Industrial    Polioy   previously    issued    by   this    Company,  un- 
less  the    polioy   first    issued    oontains    an   endorsement,    signed    by  the  Presi- 
dent   or   the    Seoretary,    authorizing   this   Polioy   to   be    in   foroe    at    the  same 
time;    or    if    the    Polioy  be    assigned;    or    if    the    said    weekly   premium   shall  not 
be    paid    aooording    to   the   terms    hereof;    or    if    the    person   insured    under  this 
Polioy    is   already    insured    under   any   polioy   or    policies    issued   by  this   or  any 
other   Company,    and    if    the    amount    of    insuranoe    payable    at    the   death   of  the 
Insured   under    suoh  policy   or   policies,    when   added   to   the    insuranoe  payable 
under   this   Polioy,    shall    exoeed   the    amount    fixed   by  the   following  table: 


Age   next   birthday   at    time   of  death 

2 

_ 

3 

4 

5 

6 

7 

8 

9 

- 

Limit    of    insuranoe    allowed   for   that  age 

$30 

34 

40 

48 

58 

140 

168 

20C 

!  10 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21  * 

j  240 

300 

380 

4  60 

520 

520 

5  20 

612 

700 

784 

855 

930 

If  for  any  oause  this  Policy  be  or  become  void,  all  premiums  paid  hereon 
shall   beoome   forfeited   to   the   Company   except    as    provided  herein. 

Modification.         No   oondition,    provision   or   privilege    of   this    Polioy  oan 
be   waived   or   modified    in   any   case    except   by   an   endorsement    hereon   signed  by 
the   President,    one   of   the   Vice    Presidents,    the    Secretary,    one   of   the  Assist- 
ant   Secretaries,    the    Actuary,    the    Associate    Actuary   or   one   of   the  Assistant 
Actuaries.      No   modification   or   change    shall   be   made   on   this    Polioy  except 
such    as    is    in    aooordanoe    with   the    law    of    the    State    in   which   the    same    is  is- 
sued.     No   agent    has   power    in  behalf   of   the   Company   to    make   or   modify  this 
or    any  other    oontraot    of    Insurance,    to   extend    the   time   for   paying    a  premium, 
to   waive    any   forfeiture,    or   to   bind   the   Company  by   making    any   promise,  or 
by   making   or   receiving    any   representation   or  information. 

Misstatement  Of  Ate.  If  the  age  of  the  Insured  be  misstated  the  amount 
payable  under  this  polioy  shall  be  such  as  the  premium  would  have  purchased 
at    the   oorreot  age. 

Friui le£es. 

Period  Of  Grace.         Should   the    Insured   die   while    the   premium   on  this  poli- 
cy  is    in   arrears   for   a    period    not   exceeding   four   weeks,    the   Company  will  pay 
the    amount    of   benefit    provided    herein,    subject    to   the    conditions   of   the  Pol- 
ioy,   but    after   the   expiration  of    the    said   period   of   grace,    the    Comapnies  li 
bility   under   this    policy   shall   cease,    except    as    herein  provided. 

Revival   Of  Policy.         If   this   Policy   lapse   for   non-payment    of   premium,  it 
will   be    revived   within   one    year   from   the   date   to   which   premiums    have  been 
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duly   paid    upon   payment    of    all    arrears,    provided    evidence   of    the  insurability 
of    the    insured    satisfactory   to   the   Company   be    furnished,    for    suoh  revival 
shall    not    take    effeot    unless    at    the    date    thereof    the    Insured    is    living  and 
in   sound  health. 

Incontestability,         If    the    insured    shall    die    one    or    more    years    after  the 
date    hereof,    and    if    all   due    premiums    shall    have   been   paid,    this    policy  shall 
be  incontestable. 

Non-Forfeiture  Friv ile£es. 

If   this  Folicy   lapse   for    non-payment    of    premium   after   premiums    have  been 
duly  paid   for   three   full    years,    the    Insured,    without    any   action  on   his  or 
her   part,    will   beoome   entitled   to   extended    insuranoe   for   the    respective  term 
indioated    in  the   following    schedule;    the    amount    of    insurance    payable  if 
death   ooour   within   said    period    shall   be   the    same    amount    as   that    which  would 
have   been   payable    if   this   Polioy   had   been   continued    in   foroe,    or,    in  lieu 
thereof,    the    insured    may   surrender   the    Policy   within   three    months    after  such 
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In   Witness   Tharoof ,    the    President    and   the   Secretary   of    said   Company  hart 
signed    this    Polioy   at    its    Hons   Office    in   the   City   of    Newark,    New   Jersey  on 
the    above  date. 

 ISiZaZtUZiZl  Secretary.      .iSLinQtUCzl  President. 

This   polioy   if    not    satisfactory  to  the    Insured,    may   be    surrendered  within 
two   weeks    after    its   date    at   the    Ho  19   Offioe    of    the   Company,    the    address  of 
whioh   appears   on   the    Premium   Receipt    Book   accompanying   this    polioy,    and  the 
premiums   paid    hereon   will   be  returned. 

The  following  are  tables  (for  five  cents  weekly)  on 

(1)  Adult  Whole  Life  Folicy. 

(2)  Adult  Twenty-year  Endowment  Policy. 

These  give  (1)  Free  Policy  Values  and  (2)  Cash  Surrender  Values  under  Indus- 
trial Policies  from  the  Metropolitan  Rate  Book: — 
Free  Policy  Values: 

4ft er  premiums  have  been  fully  paid  for  the  periods  named  in 
these  tables,  then  in  case  of  default  of  the  payment  of  any  subse- 
quent premium  the  Company  will,  without  action  on  the  part  of  the 
holder,  continue  the  policy  as  a  Free  Policy,  payable  on  the  same 
conditions  as  the  original  policy,  but  upon  which  no  further  pay- 
ment of  premiums  shall  be  required,  for  a  reduced  amount  in  accord- 
ance with  the  following  tables: 
Cash  Surrender  Values: 

After  premiums  have  been  fully  paid  for  the  periods  named  in 
these  tables,  upon  written  application  to  the  Company,  made  upon 
blanks  furnished  by  the  Company,  accompanied  by  tne  surrender  of 
the  Policy  and  all  Receipt  Books  or  other  evidence  of  payment  of 
premium,  the  Company  will  pay  a  Cash  Surrender  Value  in  accordance 
with  the  following  tables: 
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Free  Folioy  Values 


Us 

3  yrs 

4 

5 

10 

$  9 

14 

20 

15 

3 

12 

16 

20 

5 

3 

12 

25 

4 

7 

10 

30 

4 

r 
O 

9 

35 

4 

6 

8 

40 

4 

6 

3 

45 

3 

5 

7 

50 

3 

5 

7 

55 

3 

5 

^ 
o 

60 

3 

5 

6 

65 

4 

5 

6 

66 

4 

5 

6 

67 

4 

5 

7 

63 

4 

/■ 
o 

7 

6? 

4 

6 

8 

70 

5 

7 

(For   five  oont 


0 

7 

3 

9 

10 

24 

27 

30 

33 

36 

19 

21 

23 

25 

23 

14 

16 

18 

19 

21 

11 

13 

15 

17 

13 

10 

12 

14 

16 

17 

10 

12 

13 

15 

17 

9 

11 

13 

15 

17 

9 

11 

12 

14 

15 

8 

10 

11 

13 

14 

3 

9 

11 

12 

13 

7 

9 

10 

11 

13 

3 

10 

11 

13 

3 

10 

8 

10 

Adult 

wo  8  kl y) 


11 

12 

13 

14 

15 

33 

41 

43 

46 

49 

30 

32 

34 

36 

39 

23 

25 

27 

29 

31 

20 

22 

24 

26 

23 

19 

22 

24 

26 

23 

19 

21 

23 

25 

27 

13 

20 

22 

23 

25 

17 

19 

20 

22 

23 

16 

17 

13 

20 

21 

15 

16 

17 

19 

20 

14 

16 

17 

19 

Whole  Life  Folioy 


16 

17 

13 

19 

20 

52 

54 

57 

59 

71 

41 

43 

46 

43 

57 

34 

36 

33 

40 

48 

31 

33 

35 

37 

43 

30 

32 

34 

35 

41 

29 

30 

32 

34 

33 

27 

23 

30 

31 

35 

24 

26 

27 

29 

32 

23 

24 

25 

27 

29 

22 

23 

25 

27 

31 


Free  Folicy  Values 

(For   five  oonta 


458 

3  yrs 

4 

5 

6 

7 

3 

9 

10 

10 

$  7 

10 

13 

15 

13 

21 

23 

25 

15 

7 

9 

12 

14 

17 

19 

22 

24 

20 

6 

8 

11 

13 

16 

13 

20 

22 

25 

6 

8 

10 

12 

15 

17 

19 

21 

33 

6 

7 

10 

12 

14 

16 

13 

21 

35 

5 

7 

9 

12 

14 

16 

18 

20 

40 

5 

7 

9 

11 

13 

15 

17 

19 

45 

5 

6 

3 

10 

12 

14 

16 

17 

50 

4 

6 

7 

9 

10 

12 

14 

15 

51 

4 

5 

7 

9 

10 

12 

13 

15 

52 

4 

5 

7 

9 

10 

12 

13 

15 

53 

4 

5 

7 

3 

10 

11 

13 

14 

54 

4 

5 

s 
0 

3 

9 

11 

12 

13 

55 

4 

5 

6 

8 

9 

10 

12 

13 

Adult  Twenty-year  Endowment 

aekly) 

11  12  13  14  15  16  17  13  19  20 

28  30  32  34  36  33  40  42  44 
26  23  30  32  34  36  33  40  42 
24  26  29  31  33  34  36  38  40 
23  25  23  30  32  33  35  37  39 
23  25  27  29  31  33  34  36  33 
22  24  26  28  30  32  33  35  37 
21  22  24  26  23  30  32  33  35 
19  21  23  24  26  28  30  31  33 
17  13  20  21  23  24  26  23  29 
16  13  19  21  22  24  25  27  23 
16  17  19  20  22  23  25  27  23 
15  17  18  20  21  23  24  26  27 
15  16  13  19  20  22  23  25  26 
14  16  17  13  19  21  22  24  26 


Cash  Surrender  Values  If  hole  Life  Folicy 

(For   tire   oenti  weakly) 

A^e  lOyrs      11       12       13       14       15       16       17  13       19  20 

10  $11.69  12.79  13.37  14.94  16.25  17.57  18.90  20.23  21.57  22.92  23.02 

15     9.90  10.33  11.77  12.76  13.94  15.13  16.34  17.56  13.31  20.10  24.55 

20     8.35    9.20  10.07  11.08  12.22  13.40  14.61  15.36  17.14  13.46  22.44 

25     7.81    8.69    9.74  10.90  12.09  13.31  14.57  15.35  17.17  13.51  22.14 

30     3.10    9.26  10.45  11.67  12.92  14.20  15.50  16.33  13.19  19.56  22.94 

35     8.34  10.04  11.26  12.50  13.77  15.05  16.36  17.69  19.04  20.40  23.49 

40     9.30  10.49  11.69  12.92  14.16  15.42  16.69  17.93  19.23  20.59  23.34 

45      9.54  10.70  11.37  13.06  14.26  15.43  16.70  17.94  19.20  20.47  22.93 

50     9.60  10.73  11.38  13.03  14.21  15.40  16.62  17.36  19.14  20.47  22.30 

55     9.68  10.32  11.99  13.19  14.44  15.75  17.14  13.63  20.24  22.03  24.79 

60  9.37  11.16  12.54  14.05  15.73  13.18  13.37  13.56  13.73  13.90  19.07 
65     13.22  13.36  13.49  13.62  13.75  13.37  13.93  14.09  14.19  14.29  14.39 

70     7.30    7.36    7.93    7.93    3.04    8.09    3.14    8.19  3.24    3.23  8.32 


Cash  Surrender  Values  Adult  Twenty- year  Endowment 

(For  five   cents  weekly) 

A£e  lOyrs      11       12       13       14       15  16       17       18  19 

10  $13.22  20.51  22.39  25.36  27.93  30.60  33.39  36.29  39.33  42.50 

15    17.20  19.39  21.66  24.03  26.50  29.03  31.73  34.59  37.54  40.64 

20    16.07  13.16  20.35  22.63  25.02  27.52  30.13  32.37  35.75  33.76 

25    15.44  17.49  19.64  21.33  24.24  26.70  29.23  31.93  34.32  37.31 

30    14.94  16.95  19.04  21.24  23.54  25.94  28.47  31.13  33.92  36.37 

35    14.55  16.49  13.52  20.65  22.33  25.22  27.63  30.28  33.02  35.92 

40    13.79  15.61  17.52  19.52  21.62  23.83  26.16.23.63  31.25  34.05 

45    13.02  14.72  16.50  13.36  20.32  22.39  24.53  26.93  29.44  32.15 

50    11.53  13.00  14.54  16.15  17.35  19.66  21.59  23.67  25.93  23.42 

55    10.07  11.31  12.59  13.94  15.37  16.39  13.54  20.35  22.37  24.66 
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The  next  type  or  class  of  industrial  insurance  that  we  consider  is  in- 
fantile insurance.     This  form  is  written  on  ages  one  to  nine  inclusive.  It 
is  the  most  widely  discussed  form  of  industrial  insurance,  perhaps,  and  nas 
aroused  public  attention  and  influenced  legislative  bodies  the  most  of  any 
of  the  forms.    This  has  been  due  to  the  fact  that  it  was  the  latest  form  to 
justify  itself  in  the  eyes  of  the  public  and  of  the  law-makers.    The  moral 
side  of  the  question  has  been  raised  and  discussed.    The  following  charges 
have  been  made  against  it  from  time  to  time;  namely,  that  terrible  crimes 
of  infanticide  have  been  committed  because  of  the  insurance  money;  that 
child  neglect  and  starvation  have  resulted;  that  it  was  contrary  to  public 
welfare;  and  that  it  was  so  expensive  that  it  took  the  laborer's  hard  earned 
money  from  channels  of  food  and  other  necessities  to  pay  for  this,  which  in 
reality  was  an  economic  waste.    Tnese  charges  which  were  for  the  most  part 
false  and  based  on  prejudice  and  ignorance  of  the  facts  of  the  situation 
were  later  dispelled  and  disproved.    Officials  of  charitable  organizations 
and  others  who  considered  the  welfare  of  the  laboring  people;  but  who  were 
misinformed  about  the  situation,  brought  these  charges  before  state  legis- 
latures at  different  times  and  endeavored  to  have  legislation  put  into  ef- 
fect which  would  prohibit  the  business.    In  the  various  states  where  bills 
were  brought  up,  they  were  thrown  out  as  soon  as  the  legislatures  learned 
the  facts  of  the  case.    Ever  since  those  early  days  the  business  has  grown 
and  developed,  until  now  it  is  a  very  essential  part  of  the  industrial  in- 
surance business.    Public  sentiment  has  been  much  changed  and  the  attitude 
of  the  press  and  legislation  is  strongly  in  favor  of  the  system;  with  the 
proper  safeguards  and  restrictions  to  prevent  abuse. 

Children  of  the  industrial  classes  have  insurance  on  their  lives  for 
the  same  economic  reasons  that  the  other  members  of  the  family  are  protected 
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but  the  amount  of  insurance  which  the  companies  are  allowed  to  place  on  any 
one  life  should  be  restricted  and  limited  in  amount,  so  as  to  do  away  with 
all  cause  for  crime  and  immoral  conduct  on  the  part  of  the  unscrupulous  and 
depraved.     The  amount  on  any  one  child's  life  is  now  limited  by  the  New  York 
Insurance  Law  of  1392  (paragraph  55).    The  amount  increases  with  the  age  and 
is  


(1) 

between 

ages 

1 

and 

2 

—  % 

30 

(2) 

between 

ages 

2 

and 

3 

—  $ 

34 

(3) 

between 

ages 

3 

and 

4 

—  $ 

40 

(4) 

between 

ages 

4 

and 

5 

—  $ 

43 

(5) 

between 

ages 

5 

and 

£ 

0 

—  $ 

53 

(6) 

between 

ages 

6 

and 

7 

—  $ 

140 

(7) 

between 

ages 

7 

and 

3 

~  $ 

163 

(3) 

between 

ages 

a 

and 

9 

—  $ 

200 

(9) 

between 

ages 

9 

and 

10 

—  $ 

240. 

All  cause  for  action  contrary  to  public  welfare  is  removed.  At  ages 
one  to  six  the  benefit  is  not  sufficient  to  pay  for  the  funeral  expenses. 
When  the  child  grows  older  there  are  sufficient  benefits  for  expenses  and 
a  small  amount  besides. 

The  ratio  of  industrial  insurance  among  the  different  ages  corresponds 
very  closely  to  the  distribution  of  population  with  respect  to  ages  as  shown 
by  the  United  States  Census.    The  following  table  (taken  from  an  article  by 
P.  L.  Hoffman  in  his  "Insurance  of  Children",  1903),  shows  the  correspond- 
ence in  question: 
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Percentage  of 
population 
1900  oonaua 

Percentage  of 
Prude  nt  i»l 

Polio  yhol de  r  * 
for  1903 

2  to 

3  years 

2.5  percent 

1.9  percent 

3  to 

4  years 

2.5  percent 

2.2  percent 

4  to 

5  years 

2.5  percent 

2.3  percent 

5  to 

9  years 

12.3  percent 

12. 1  percent 

10  to 

14  years 

11.2  percent 

11.9  percent 

Total 

under  15 

31.0  percent 

30.4  percent 

Over 

15  years 

69.0  percent 

69.6  percent 

The  average  amount  of  claims  for  children  were  found  to  be: 


of  death 

Average  amount 
of   0 1  a  i  m 

2  years 

$  12.34 

3  years 

21.13 

4  years 

25.53 

5  years 

29.73 

6  years 

35.27 

7  years 

50.73 

8  years 

76.29 

9  years 

96.55 

Average  of  one  to  nine  years  inclusive  $  30.00 
Average  for  over  ten  years  of  age  of  industrial  policy  5  154.00. 
The  mortality  curve  is  such  that  it  ma'<es  a  bend  or  turn  at  about  age 
ten.     At  younger  ages  than  this  the  mortality  is  decreasing  as  we  increase 
the  age  to  ten  years,  after  that  it  is  increasing  as  we  increase  the  years 
of  age;  so  that  the  infantile  insurance  is  term  insurance,  renewable  terra 
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insurance. 

The  benefits  increase  every  year  older  that  the  child  gets  from 

age  one  to 

ten,  instead  of  decreasing  as  they  would  in  renewable  term  in- 

suranca  if 

the  same  premium  were  paid  year  after  year  after  age  ten. 

The  companies  have  several  forms  of  infantile  policy  which  are  now  is- 

sued with 

a  view  to  leading  up  to  an  adult  policy,  an  intermediate  policy 

or  an  ordinary  policy  if  the  income  becomes  sufficiently  large,  when  the 

child  becomes  older. 

The  forms  issued  by  the  companies  at  the  present  time  include  only 

several  kinds.    Th9  Metropolitan's  infantile  policies  are   

(1) 

Infantile  Whole  Life  Policy. 

Payment  of  premium  ceases  on  fir3t  anniversary  of  the  date  of 

issue  after  the  insured  reaches  age  74. 

The  amount  payable  provided  death  occurs  after  policy  has  been 

in  force  for  certain  periods  of  time,  increases  as  the  periods 

increase  up  to  age  ten.     Then  the  benefit  remains  the  same. 

Premiums  of  five  cents  are  all  that  will  be  taken. 

(2) 

Young  People's  Twenty-year  Endowment  Policy. 

Matures  as  an  endowment  twenty  years  after  date  of  issue.  No 

higher  premium  than  ten  cents  will  be  taken  on  this  form  and 

the  same  principle  applies  as  regards  benefits  as  in  the  above 

form. 

(3) 

Infantile  Endowment  Payable  at  death  or  Age  80. 

Policy  matures  as  an  endowment  on  first  anniversary  of  date  of 

issue  after  the  insured  reaches  age  79. 

No  higher  premium  than  five  cents  is  taken. 

(4) 

Convertible  Life  Policy;  Infantile. 

Additional  successive  periods  are  given  in  this  form  in  which 

3/ 

premiums  are  payable  and  required  by  this  policy,  after  this 

policy  shall  have  become  a  free  policy,  payable  at  death,  to 

convert  it  into  a  fully  paid-up  endowment  for  a  like  sum,  pay- 

able when  the  insured  reaches  the  corresponding  age  specified 

or  at  prior  death. 

The  Prudential  Infantile  Policies,  which  that  company  now  issues  are   

(1) 

Infantile  Life  Policy. 

Policy  payable  at  death  only. 

Premiums  cease  at  age  73. 

Weekly  premiums  of  three  and  five  cents  only  are  received. 

(2) 

Infantile  Twenty-year  Endowment  Policy. 

Premiums  continue  for  twenty  full  years  after  date  of  issu- 

ance of  policy. 

Policy  then  matures  as  any  ordinary  twenty-year  endowment. 

Premiums  of  ten  cents  are  payable;  no  nigher. 

(3) 

Infantile  Endowment. 

Premiums  payable  until  the  fiftieth  birthday  of  the  insured. 

Benefits  payable  at  death  or  policy  matures  as  an  endowment  at 

the  twenty-fifth  birthday,  or  the  fiftieth  birthday  for  cer- 

tain specified  amounts. 

Premiums  of  ten  cents  are  payable;  no  higher. 

These  policies  comprise  the  standari  infantile  forms  now  issued  by  the  lead- 

ing 4merican  companies  today.    There  are  deviations  of  those  among  the  small- 

er companies,  but  these  are  the  standard  types  and  the  large  amount  of  in- 

fantile 

insurance  in  this  country  is  of  these  forms. 

The 

third  form  of  insurance  policy  issued  by  the  companies  for  the  in- 

dust rial 

classes,  while  not  strictly  industrial  insurance  is  yet  a  form  of 
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insurance  for  the  industrial  classes;  the  better  element  of  the  working 
olass.     It  is  designed  to  meet  the  need3  of  those  who  oan  afford  more  than 
the  small  industrial  policy  and  yet  are  not  able  to  meet  the  premium  pay- 
ments of  the  ordinary  forms.     It  is  designed  for  the  industrial  class  pri- 
marily, so  the  Standard  Table  of  Mortality  is  used,  but  the  premiums  are  pay- 
able as  in  the  ordinary  forms.    There  is  a  saving  of  collection  expenses 
over  the  industrial  forms.    Thus  we  have  in  reality,  insurance  based  on  in- 
dustrial mortality  and  the  plan  of  payment  based  on  ordinary  forms,  thus 
giving  the  workingraan  a  chance  to  approach  the  advantages  of  the  ordinary 
forms  and  still  have  an  insurance  policy  of  smaller  amount  than  the  standard 
$  1,000  policy.    Policies  in  the  intermediate  forms  are  generally  based  on 
unit  benefits  of  i>  250,  $  500,  and  $  750  instead  of  unit  premiums  as  in  the 
industrial  forms. 

The  styles  and  provisions  of  intermediate  policies  issued  by  the  Metro- 
politan Company  at  the  present  time  are  along  plans  similar  to  the  ordinary 
policies.  In  reality,  they  seem  to  be  nothing  but  fractional  ordinary  poli- 
cies in  all  but  the  fact  that  they  are  based  on  another  mortality  table,  the 
Standard  Intermediate  Mortality  Table,  while  ordinary  business  is  based  upon 
the  American  Experience  Table  of  Mortality. 

Their  Intermediate  policies  are   

On  the  basis  of  $  500.00.     (Premiums  payable  annually,  semi-annually 
and  quarterly). 

(1)  Whole  Life,  (ages  eighteen  to  sixty-five,  inclusive). 

(2)  Ten-payment  Life,  (ages  eighteen  to  sixty-five,  inclusive). 

(3)  Fifteen-payment  Life,  (ages  eighteen  to  sixty-five,  inclusive) 

(4)  Twenty-payment  Life,  (ages  eighteen  to  sixty-five,  inclusive). 

(5)  Ten-year  Endowment,  (ages  twelve  to  sixty-five,  inclusive). 
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(6)  Fifteen-year  Endowment ,   (ages  twelve  to  sixty-five,  inclusive). 

(7)  Twenty-year  Endowment,  (ages  twelve  to  sixty-five,  inclusive). 

(8)  Limited-Payment  Life  3  500.00  with  Deferred  Annuity  $  100.00, 
(ages  twelve  to  fifty,  inclusive). 

The  usual  provisions  or  options  of  settlement  prevail  in  these  forms,  the 
same  as  in  the  ordinary  policies. 

The  Prudential  policies  now  issued  are  on  the  basis  of  $  500.00  and 
$  750.00.     (Premiums  payable  annually,  semi-annually,  and  quarterly). 

(1)  Whole  Life,  (ages  twenty  to  sixty-five,  inclusive). 

(2)  Ten-payment  Life,  (ages  twenty  to  sixty-five,  inclusive). 

(3)  Fifteen-payment  Life,  (ages  twenty  to  sixty-five,  inelusive). 

(4)  Twenty-payment  Life,  (ages  twenty  to  sixty-five,  inclusive). 

(5)  Ten-year  Endowment , (ages  twelve  to  sixty-five,  inclusive). 

(6)  Fifteen-year  Endowment,  (ages  twelve  to  sixty-five,  inclusive). 

(7)  Twenty-year  Endowment,  (ages  twelve  to  sixty-five,  inclusive). 

(8)  Joint  Intermediate  (on  two  lives),  (ages  twenty  to  sixty,  in- 
clusive). 

(9)  Joint  Twenty-payment  Life  (on  two  lives),  (ages  twenty  to  fifty- 
five,  inclusive). 

(10)      Joint  Twenty-year  Endowment,  (ages  twenty  to  fifty-five,  inclu- 
sive). 

The  range  of  ages  insured  vary  for  each  form  of  policy  under  considera- 
tion. This,  for  example  is  true  of  range  of  ages  among  various  industrial 
policies;  intermediate  policies  and  children'3  policies.  But  the  general 
limits  stand  out  dividing  infantile  from  adult  industrial  insurance.  This 
is  the  ten  year  marie.  All  below  are  infantile  policies,  all  above  are  adult 
policies.     Intermediate  policies  are  all  adult  policies.    Children  policies 
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start  at  age  one  and  continue  to  age  nine*;  adult  policies  are  from  age  ten 
to  age  sixty-five  inclusive.  Intermediate  policies,  depending  on  the  form, 
are  from  either  age  twelve,  eighteen  or  twenty  to  ages  fifty,  fifty-five  or 
sixty-five  years. 

The  limitations  on  the  benefits  are  uniformly  one-half  benefits  during 
the  first  six  months  after  date  of  issue  of  the  policy,  (except  in  Pruientia. 
Weekly  Income  policy;  which  has  full  immediate  benefits);  and  full  benefits 
after  the  first  six  months.    Benefits  increase  up  to  age  ten  and  from  then 
on,  are  constant,  due  to  the  nature  of  the  mortality  table. 

Risks  involved  vary  with  the  form  of  insurance.     Industrial  risks  are 
the  freest  in  the  matter  of  examination  and  selection;   intermediate  risks 
are  next  and  ordinary  risks  are  more  thoroughly  examined;  the  degree  of 
thoroughness  even  there,  depending  on  ths  amount  of  insurance,  the  appli- 
cant desires. 

In  the  Prudential  Company,  all  industrial  applications  below  $  300  may 
now  be  medically  inspected  by  the  agent  alone,  without  a  medical  examiner 
seeing  the  applicant.    This  is  accomplished  by  merely  the  questions  on  the 
application  form  being  answered  and  the  applicant  appearing  satisfactory  to 
the  agent.    This  applies  to  all  ages:  below  fifty  years.    For  fifty  years  and 
above,  the  agent  may  medically  inspect  the  risk  up  to  $  Ijd.     For  all  amount; 
above  $  300  and  (for  ages  of  fifty  years  or  above),  for  all  amounts  over 
$  150,  the  medical  examiner  must  inspect  or  examine  the  risk  by  himself, 
personally  visiting  the  applicant  and  noting  his  conditions  and  his  surround- 
ings. 

The  Prudential  further  has  an  intermediate  medical  examination  for  all 

*The    Prudential,    Maroh,    1915,    ohan^ed   the    a^e   of    entry   of    infanta.  The; 
now    insure   from  birth,    instead   of   from   aje  one. 
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interuediate  applicants  and  then  an  ordinary  examination  for  ordinary  risks. 

In  the  Metropolitan  Company  the  medical  examiner  mast  see  all  indus- 
trial risks,  however  small.     He  conducts  an  inspection  in  all  cases  under 
$  300.    For  over  $  300,  he  conducts  an  industrial  examination.    There  is  an 
intermediate  examination  for  that  class  of  risks;  also  an  ordinary  examina- 
tion for  all  ordinary  risks,  varying  in  thoroughness  according  to  the  amount 
applied  for. 

In  conclusion  it  seems  to  be  a  fair  inference  that  the  industrial  con- 
tract is  a  contract  unique  in  charactar;  simple  in  for.n;   liberal  in  provi- 
sions; and  yet  effective  and  elastic  enough  to  meet  the  different  grades  of 
conditions  and  classes  of  industrial  risks. 
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Ssction  III.      Fremiums  of  Industrial  Insurance. 
The  premium  rates  of  the  American  industrial  companies  are  based  upon 
the  Standard,  Sub-standard  and  Standard  Intermediate  Mortality  Tables  at 
three  and  one-half  percent,  interest.    Tnese  tables  are  from  the  experience 
of  the  Metropolitan  Life  Insurance  Company  on  its  industrial  risks.  These 
mortality  tables  show  different  mortality  rates.    They  occur  in  the  follow- 
ing order,  in  regard  to  the  lowness  of  mortality  rates  of  each. 

(1)  American  Hlxperience  Table  —  for  ordinary  risks  (giving  lowest 

rate). 

(2)  Standard  Intermediate  Table  —  for  intermediate  risks. 

(3)  Standard  Table  —  for  industrial  risks. 

(4)  Sub-standard  Table  —  for  substandard  industrial  risks. 

The  net  premiums  for  industrial  insurance  are  computed  on  the  above 
basis,  and  are  then  loaded  a  certain  amount  or  percentage  for  the  expenses 
of  conducting  the  business.    The  net  premium  has  three  distinct  part3. 

(1)  Natural  premium,  providing  for  yearly  mortality. 

(2)  Reserve,  providing  for  the  future  liability  due  to  the  fact  that 
the  premium  is  a  level  one  and  the  mortality  increases  with  in- 
creasing ages. 

(3)  Expense  portion  or  loading  on  net  premium. 

Adult  industrial  insurance  premiums  are  computed  according  to  the  ac- 
tuarial principles  of  level  premium,   legal  reserve  insurance,  and  are  com- 
puted in  the  same  fashion  that  the  ordinary  premiums  are.    Due  allowance  is 
made  for  the  payment  of  premiums  weekly  instead  of  annually  and  semi-annuall;  , 
and  for  the  other  necessary  modifications  of  this  form  of  insurance. 

Children' 3  insurance  is  renewable  terra  insurance  up  to  age  tan  and 
thereafter  it  is  the  same  as  adult  insurance.    This  is  due  to  the  mortality 


93 

of  the  various  ages  decreasing  from  age  one  to  age  ten  and  then  increasing 
from  about  age  ten  to  the  end  of  the  table.     For  the  sake  of  simplicity  and 
convenience  premiums  are  left  unchanged  and  the  benefits  are  increased  from 
age  one  to  age  ten  and  then  remain  the  same  from  that  age  on  to  the  expira- 
tion of  the  policy. 

Intermediate  premiums  are  computed  on  the  same  actuarial  principles  and 
basis  that  the  ordinary  life  insurance  premiums  are. 

The  following  tables  taken  from  representative  rate  books,  show  the 
benefits  for  the  corresponding  weekly  premiums  for  the 

(1)  Adult  ffhole  Life  Policy,  (ages  ten  to  sixty-f ive  years,  inclusive  . 

(2)  Adult  Twenty-year  Endowment  Policy,   (ages  ten  to  fifty-five  years 
inclusive). 

(3)  Infantile  iVhole  Life  Policy,  (ages  two  to  nine  years,  inclusive). 

(4)  Young  People's  Twenty-year  Endowment  Policy,  (ages  two  to  nine 
years,  inclusive). 
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Adult 

Jffioh 

z  Life 

Table. 

ne  xt 

B  9  ne  f  its 

payable    for  the 

following 

woe 

kly   premium  a 

t  hd  a  y 

5* 

20* 

25* 

30* 

35  * 

40  * 

45* 

50* 

55* 

60* 

10  * 

150 

11 

145 

290 

12 

140 

280 

13 

135 

270 

405 

14 

130 

260 

390 

520 

15 

125 

250 

375 

500 

16 

120 

240 

360 

430 

17 

116 

232 

343 

464 

530 

18 

112 

224 

336 

443 

560 

672 

19 

108 

216 

324 

432 

540 

643 

756 

20 

105 

210 

315 

420 

525 

630 

735 

840 

21 

102 

204 

306 

403 

510 

612 

714 

316 

913 

22 

99 

198 

297 

396 

495 

594 

693 

792 

391 

990 

1089 

1188 

23 

96 

192 

233 

334 

430 

576 

672 

763 

364 

960 

1056 

1152 

24 

93 

136 

279 

372 

465 

553 

651 

744 

337 

930 

1023 

1116 

25 

90 

180 

270 

360 

450 

540 

630 

720 

310 

900 

990 

1080 

26 

33 

176 

264 

352 

440 

523 

616 

704 

792 

880 

963 

IO56 

27 

36 

172 

253 

344 

430 

516 

602 

638 

774 

360 

946 

1032 

28 

33 

loo 

249 

332 

415 

493 

531 

664 

747 

330 

913 

996 

29 

31 

162 

243 

324 

405 

486 

567 

643 

729 

810 

391 

972 

50 

79 

153 

237 

316 

395 

474 

553 

632 

711 

790 

869 

943 

31 

76 

152 

223 

304 

330 

456 

532 

603 

684 

760 

836 

912 

32 

74 

143 

222 

296 

370 

444 

513 

592 

666 

740 

814 

883 

33 

72 

144 

216 

238 

360 

432 

504 

576 

643 

720 

792 

864 

34 

70 

140 

210 

280 

350 

420 

490 

560 

630 

700 

770 

340 

35 

63 

136 

204 

272 

340 

403 

476 

544 

612 

680 

743 

316 

36 

66 

132 

193 

264 

330 

396 

462 

523 

594 

660 

726 

792 

37 

63 

126 

189 

252 

315 

373 

441 

504 

567 

630 

693 

756 

38 

61 

122 

133 

244 

305 

366 

427 

488 

549 

610 

671 

732 

39 

59 

118 

177 

236 

295 

354 

413 

472 

531 

590 

649 

708 

40 

57 

114 

171 

228 

235 

342 

399 

456 

513 

570 

627 

684 

41 

55 

110 

165 

220 

275 

330 

385 

440 

495 

550 

605 

660 

42 

53 

106 

159 

212 

265 

318 

371 

424 

477 

530 

533 

636 

43 

51 

102 

153 

204 

255 

306 

357 

408 

459 

510 

561 

612 

44 

49 

93 

147 

196 

245 

294 

343 

392 

441 

490 

539 

588 

45 

47 

94 

141 

188 

235 

232 

329 

376 

423 

470 

517 

564 

46 

45 

90 

135 

180 

225 

270 

315 

360 

405 

450 

495 

540 

Adult  Whole  Life  Table,  (Continued). 


A^e    next  Benefits    payable    for    the    following    weekly  premiums 


b  irthday 

5* 

10* 

15  * 

20* 

25* 

30* 

35* 

40* 

45* 

50* 

55* 

60* 

47  8 

43 

aA 
00 

l/z 

210 

OSa 
20° 

zm 
ou  1 

044 

Z37 

/i  zn 

4  0^ 

A  7  Z 

4/0 

si  A 
910 

A  O 

48 

4z 

o4 

1  OA 
iZO 

1  Aa 
lOO 

01  n 
z  1U 

oso 

102 

0Q4 
Z  7  i 

x.  zA 
000 

37  3 
O/o 

Aon 

4^U 

A  Ao 
40z 

snA 

49 

a  n 

1  On 

1  ^u 

lou 

onn 

O/in 
24  J 

oan 

zon 

z  An 

Ann 

4UU 

/i  /i  n 
44U 

4  an 

50 

7Q 
53 

7  A 

11/1 
114 

1  SO 

192 

ZZO 

oAA 

zoa 

0U4 

Z40 
04<£ 

zan 
Oou 

/i  1  a 
41o 

A  s  A 

490 

51 

z£ 

3o 

70 

1 Z 

lUo 

1/1/1 

144 

1  an 
lou 

01  A 

210 

OS  0 
zoz 

oaa 

0^4 

z  An 
90U 

59o 

/I  z  0 

452 

CO 

59 

7n 

1U0 

1  /  n 
14U 

1/9 

01  n 

2 1U 

OA  S 

^49 

oan 

Z1  s 
019 

z  sn 
99J 

zas 
Ooo 

/i  on 
42U 

-  7 

00 

z  Z 
00 

AA 
OO 

0,0 
77 

19^ 

1?0 

031 
201 

0  A4 

Z04 

007 

z  zn 

oou 

zAz 
OOO 

ZQ  A 
07  0 

OA 

z 1 
51 

£0 

70 

1  O/l 

124 

155 

1  a  A 
1 30 

017 
21/ 

.£40 

07Q 

2/7 

zi  n 
01 J 

Z  /l  1 

041 

Z70 

0/2 

00 

zn 

An 

O'J 

on 

1  on 

1  <i  u 

1  sn 
iou 

1  an 
1  ou 

010 

04n 

07n 

z/v 

znn 
ouu 

zzn 
00U 

z  An 
Oou 

S.A 

S  A 

9° 

O2* 

110 

1  40 

1  A8 

1  3A 

00  A 

0^0 

ZjZ 

030 

33  A 
OOO 

S7 

01 

97 
Z  / 

S4 
9^ 

81 

1  03 

1  3S 
109 

1  AO 

1  30 

01  A 

043 

^4  2 

070 
Zl  u 

007 
^7/ 

ZOA 
0-^4 

sa 

ZO 

o\0 
9^ 

7^ 

1  00 

1  OS 

1  oO 

17o 

000 

zL\JyJ 

0?o 
£zy 

OSO 

07S 
z/0 

3nn 

OA 

4R 

79 

1  00 

1  44 

J.  t: 

1  A3 

1 QO 

916 

040 

Oh,  A 
Z  Q4 

osa. 

An 

ZZ 

AA 

AA 
OO 

QQ 
OO 

1 1  n 

1 1U 

1  ZO 
102 

1  SA 

1  o* 

1  7A 
I/O 

10a 
l^o 

oon 
22U 

O  /I  O 

24z 

2o4 

61 

21 

42 

63 

34 

105 

126 

147 

168 

189 

210 

231 

252 

62 

20 

40 

60 

30 

100 

120 

140 

160 

130 

200 

220 

240 

63 

13 

36 

54 

72 

90 

108 

126 

144 

162 

180 

193 

216 

64 

17 

34 

51 

68 

35 

102 

119 

136 

153 

170 

137 

204 

65 

16 

32 

43 

64 

80 

96 

112 

123 

144 

160 

176 

192 

66 


Infantile  Whole  Life  Table* 


k^e  next 

Under  6 

6 

1 

2 

3 

4 

5 

6 

7 

8 

birthday 

mo  nt  h  3 

mo  nt  hs 

yr. 

yr  3 

yr  3 

yr  3 

yr  3 

yr  3 

yr  a 

yr  3 

2 

$  12.50 

25 

34 

40 

43 

53 

70 

110 

150 

190 

3 

17.00 

34 

40 

48 

53 

70 

110 

150 

135 

4 

20.00 

40 

48 

53 

70 

110 

150 

180 

5 

24.00 

48 

53 

70 

110 

150 

175 

6 

29.00 

53 

70 

110 

150 

170 

7 

35.00 

70 

110 

150 

165 

8 

09.00 

110 

150 

160 

9 

75.00 

150 

155 

Adult  Twenty-year  Endowment  Table. 


k^a  next 

Benefits  payable 

for 

the 

following 

we  e  k  1 

y  premium 

b  irt  hd  ay 

5* 

15* 

20* 

25* 

30* 

35* 

40* 

45* 

50* 

10  I 

b  47 

94 

141 

183 

235 

11 

46 

92 

133 

184 

230 

276 

12 

46 

92 

133 

134 

230 

276 

13 

46 

92 

138 

184 

230 

276 

14 

45 

90 

135 

180 

225 

270 

315 

360 

15 

45 

90 

135 

130 

225 

270 

315 

360 

16 

45 

90 

135 

180 

225 

270 

315 

360 

17 

44 

83 

132 

176 

220 

264 

303 

352 

396 

440 

18 

44 

33 

132 

176 

220 

264 

303 

352 

396 

440 

19 

45 

86 

129 

172 

215 

253 

301 

344 

337 

430 

20 

43 

36 

129 

172 

215 

253 

301 

344 

387 

430 

21 

43 

36 

129 

172 

215 

253 

301 

344 

337 

430 

22 

43 

36 

129 

172 

215 

253 

301 

344 

337 

430 

23 

42 

34 

126 

163 

210 

252 

294 

336 

373 

420 

24 

42 

34 

126 

168 

210 

252 

294 

336 

373 

420 

25 

42 

34 

126 

168 

210 

252 

294 

336 

378 

420 

26 

42 

34 

126 

163 

210 

252 

294 

336 

378 

420 

27 

41 

32 

123 

164 

205 

246 

237 

323 

369 

410 

28 

41 

82 

123 

164 

205 

246 

287 

328 

369 

410 

29 

41 

32 

123 

164 

205 

246 

287 

323 

369 

410 

30 

41 

82 

123 

164 

205 

246 

287 

323 

369 

410 

31 

41 

32 

123 

164 

205 

246 

237 

328 

369 

410 

32 

40 

30 

120 

160 

200 

240 

230 

320 

360 

400 

33 

40 

30 

120 

160 

200 

240 

280 

320 

360 

400 

34 

40 

30 

120 

160 

200 

240 

280 

320 

360 

400 

35 

40 

30 

120 

160 

200 

240 

230 

320 

360 

400 

36 

39 

73 

117 

156 

195 

234 

273 

312 

351 

390 

37 

39 

78 

117 

156 

195 

234 

273 

312 

351 

390 

38 

39 

73 

117 

156 

195 

234 

273 

312 

351 

390 

39 

38 

76 

114 

152 

190 

228 

266 

304 

342 

330 

40 

38 

76 

114 

152 

190 

223 

266 

304 

342 

380 

41 

38 

76 

114 

152 

190 

228 

266 

304 

342 

380 

42 

37 

74 

111 

143 

135 

222 

259 

296 

333 

370 

43 

37 

74 

111 

148 

135 

222 

259 

296 

333 

370 

44 

36 

72 

108 

144 

180 

216 

252 

288 

324 

360 

45 

36 

'  72 

103 

144 

180 

216 

252 

288 

324 

360 

46 

35 

70 

105 

140 

175 

210 

245 

230 

315 

350 

97 


Adult  Twenty-year  Endowment  Table,  (continued). 


A^e    next      Benefits   payable   for   the   following   weekly  premiums 


b  irt  hd  ay 

5* 

10* 

15* 

20* 

25* 

30* 

35* 

40* 

45* 

50* 

47  # 

34 

68 

102 

136 

170 

204 

238 

272 

306 

340 

43 

34 

68" 

102 

136 

170 

204 

238 

272 

306 

340 

49 

33 

66 

99 

132 

165 

193 

231 

264 

297 

330 

50 

32 

64 

96 

123 

160 

192 

224 

256 

288 

320 

51 

31 

62 

93 

124 

155 

186 

217 

248 

279 

310 

52 

31 

62 

93 

124 

155 

136 

217 

248 

279 

310 

53 

30 

60 

90 

120 

150 

130 

210 

240 

270 

300 

54 

29 

53 

87 

116 

145 

174 

203 

232 

261 

290 

55 

28 

56 

84 

112 

140 

163 

196 

224 

252 

230 

Yount,  People's  Twenty-year  Endowment, 


Atoe  next 

Under 

1 

2 

3 

4 

5 

6 

7 

3 

9 

10 

b  irt  hday 

1   yr . 

yr . 

yr  s 

yr  s 

yr  a 

y  r  s 

y  r  s 

yr  s 

y  r  3 

yr  s 

yra 

2  # 

12.50 

15.00 

17.50 

20.00 

22.50 

25 

30 

35 

40 

45 

50 

3 

15.00 

17.50 

20.00 

22.50 

25.00 

30 

35 

40 

45 

50 

4 

17.50 

20.00 

22.50 

25.00 

30.00 

35 

40 

45 

50 

5 

20.00 

22.50 

25.00 

30.00 

35.00 

40 

45 

50 

6 

22.50 

25.00 

30.00 

35.00 

40.00 

45 

50 

7 

25.00 

30.00 

35.00 

40.00 

45.00 

50 

8 

30.00 

35.00 

40. 00 

45.00 

50.00 

9 

35.00 

40.00 

45.00 

50.00 
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The  foregoing  table3  illustrate  the  fact  that  industrial  premiums  are 
the  unit  of  policy  and  the  benefits  are  scaled  to  these.     Placing  policies 
on  this  basis,  is  done  for  the  convenience  and  simplicity  in  the  transaction 
of  the  business  in  the  matter  of  collecting  the  premiums,  the  accounting  of 
them  and  the  vast  amount  of  records  attendant  to  them  in  recording  the  ex- 
perience of  the  business.     41so  they  illustrate  clearly  the  matter  of  in- 
creasing benefits  with  increasing  ages  in  the  infantile  tables,  on  the  prin- 
ciple of  renewable  term  insurance. 

The  amount  of  insurance  written  on  children  may  be  indicated  by  saying 
that  it  is  usually  a  five  cent  policy.    In  the  endowment  forms,  it  is  usual- 
ly five  or  ten  cents  but  never  over  ten  cents  in  amount,  because  those  a- 
mounts  are  limited  by  law,  which  are  allowed  to  be  written  on  children's 
lives.    The  amount  of  insurance  on  adults  is  from  three  cents  weekly  to  six- 
ty cents  weekly  on  the  life  policies  and  from  five  cents  weekly  to  fifty 
cents  weekly  on  the  endowment  forms.     Premiums  do  not  extend  higher  than 
this,  because  generally  a  person  able  to  pay  fifty  cents  a  week  would  be 
able  to  pay  for  an  intermediate  or  an  ordinary  policy,  which  are  much  more 
desirable  in  this  case. 

There  are  no  occupational  distinctions  in  industrial  rates  of  any  kind. 
There  are  rigid  lines  drawn  and  classifications  made  regarding  certain  occu- 
pations and  the  introduction  of  applicants  engaged  in  these,   in  ordinary 
insurance.     Here  the  idea  is  to  furnish  insurance  for  the  industrial  classes 
The  medical  inspections  and  examinations  are  merely  to  keep  out  those  who 
are  chronically  diseased;  tubercular  persons  and  the  mentally  and  physically 
deficient.     411  others  are  admitted.    To  draw  the  lines  closer  and  have  more 
strict  examinations,  barring  many  from  the  benefits  of  insurance  and  making 
a  far  more  rigid  selection  of  risks,  would  defeat  the  purposes  of  industrial 
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insurance.    These  are  primarily  to  furnish  insurance  protection  to  the  labor 
ers  and  their  families  as  such,  and  not  to  any  selected  group  of  a  few  per- 
sons.    Industrial  insurance  is  designed  for  the  general  industrial  popula- 
tion as  it  is  found  in  its  own  environment  and  under  its  own  conditions  of 
health;  sanitation;  standards  of  living;  occupations  and  general  modes  of 
existence. 

Considering  the  matter  of  the  loading  of  industrial  premiums  to  pay  for 
the  expenses  of  administration  and  operation  of  the  business,  it  must  be  re- 
cognized that  the  industrial  companies  have  much  heavier  expenses  than  ordi- 
nary companies  due  to  the  manifold  causes  which  will  be  considered  later  and 
which  have  already  been  discussed  in  parts.  These  increased  expenses  in- 
volve the  necessity  of  increasing  the  net  premium  on  the  insurance  by  a  cer- 
tain amount  which  is  designed  to  pay  expenses.  This  added  amount,  usually  a 
percentage  of  the  net  premium,  is  called  the  loading.  It  is  our  object  to 
consider  the  amounts  of  some  of  these  loadings. 

In  the  accompanying  computations  and  tables  we  have  shown  the  computa- 
tion of  the  net  premiums  on  the  Industrial  Whole  Life  Folicy  and  on  the  In- 
dustrial Twenty-year  {Endowment  Policy  according  to  the  Standard  Mortality 
Table  at  three  and  one-half  percent.    These  are  the  rates  in  use  by  the 
Prudential  Insurance  Company  and  likewise  the  Metropolitan  Company  so  that 
the  representative  forms  and  figures  in  use  today  by  these  large  companies 
will  give  a  fair  representation  of  the  business  and  the  loadings  on  the  net 
premiums. 

The  usual  ordinary  insurance  actuarial  formulae  have  been  modified  to 
meet  the  industrial  policy  conditions,  namely   

(1)  Weekly  premiums, 

(2)  Premiums  on  whole  life  cease  at  age  75. 
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(3)      One-half  benefits  payable  during  the  first  six  months;   fall  bene- 
fits after  the  first  six  months, 
Ths  tables  give  the  loading  for  the  Whole  Life  form  and  the  Twenty-year  En- 
dowment forms   

(1)  Without  corrections  (2)  and  (3)  above, 

(2)  With  corrections  (2)  and  (3)  above. 

The  loading  on  the  Whole  Life  Policy  is  seen  to  be  between  45  percent  and 
50  percent.  The  loading  on  the  Twenty-year  Endowment  Policy  is  seen  to  be 
between  40  percent  and  45  percent,  while  the  ordinary  loadings  for  the  same 
company  is  11.11  percent  of  the  net  premium  or  10  percent  of  the  gross  pre- 
mium on  the  Whole  Life  Policy.  This  illustrates  clearly  the  differences  in 
expense  in  the  two  forms.  The  Metropolitan  and  Prudential  industrial  rates 
for  these  forms  are  the  same. 
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Industrial  Whole  Life. 


A  x  A 

n 

Dx 

Ax 

17 

10 

16, 

233.3231 

63, 

953. 693 

0. 

2538293 

1, 347, 206. 82 

20 

207. 9248 

43, 

571.959 

0. 

3260795 

824, 764. 50 

30 

11, 

039 . 8237 

28, 

155. 970 

0. 

3920953 

477, 992. 94 

40 

8, 

197. 8765 

17, 

531.813 

0. 

4676000 

258, 486. 02 

50 

5, 

880. 7616 

10, 

441. 677 

0. 

5632008 

124, 431. 096 

60 

3, 

735.4669 

5, 

557. 4380 

0. 

6721545 

48, 321. 138 

21.065333 
18. 928791 
16,976611 
14 . 743827 
11. 916773 
8. 694868 


F[9)  »  ;  -----  =  0.50961538 

x           m  +  1  2  m 
 +  a 

2m  x 


m  +  1 


A5e 

^x 

-----  +  a 

2m  * 

-(■) 

Fx 

per  $  1000 

10 

0. 

2538293 

21. 57494838 

0. 

01176500 

11. 765 

20 

0. 

3260795 

19. 43840638 

0. 

01677501 

16. 775 

30 

0. 

3920953 

17. 48622638 

0. 

02242309 

22. 423 

40 

0. 

4676000 

15. 25344238 

0. 

03065537 

30. 655 

50 

0. 

5632008 

12. 42638838 

0. 

04532296 

45. 323 

60 

0. 

6721545 

9 . 20447338 

0. 

07302476 

73. 025 

Am ' t    of  Am • t  that 

benefits        this  am't 
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Per    $  1000 
we  e  x.  1  y  .  .  .  . 

.  2263 

by  Prud. 
t  ab le  for 
5£  weekly 
$  150.00 
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Industrial  Twenty-year  Endowment 
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Jfhole  Life  Formula  (preceedini)  altered  by 

(1)  One- half  benefits  paid  in  the  first  six  months, 

(2)  Premium  payments  cease  at  age  75. 


f(m)    -  ^ 


2  ,  >       m  -  1,  x 

-  Z>x  +  Ux+1  -  .V73)  +  —  -~ (Dx  -  Dff5) 
m  2m 


(52)=      15/3°2^_^C^30_-_^30+ 1/2  ^3^i30+ l/2_~    ^3l)    +  #31 

30  5  ~5~1 

=  22.5026  per  3  1000 
=  43.2742  <P  per  $  1000  weekly. 
Amount  of  benefits  by  the  Prudential  table  for  five  cents  weekly  -  $  79.00. 
The  amount  that  $  79.00  would  cost  at  net  rates  =  3.4137  £  weekly. 
Loading  =  1.5313        loading  =  46.25  percent  as  compared  with  the  percent 
46.80  before,  showing  the  relatively  small  effect  which  corrections  (1)  and 
(2)  above  has  on  the  problem. 

Twenty-year  Endowment  Formula  ( preoeedini)  altered  by 
(1)  One-half  benefits  paid  in  the  first  six  months. 

l*J**X'*(t*   ~    l«*l/t>    +    ^(  *«♦!/■'-                   +    *x*l   "    "x*20   +  5x*20 
f(m)    =  __f  

f|£2)  =  $  44.0928  per  $  1000  =  84.7933  t  per  $  1000  weekly. 
Amount  of  benefits  paid  by  the  Prudential  table  for  25  $  weekly  =  $  205.00. 
The  amount  that  $  205.00  would  cost  at  net  rates  =  17.3327  $  weekly. 
Loading  =  7.6173  t;   loading  =  43.32  percent  as  compared  with  the  percent 
43.11  above,  showing  the  relatively  small  effect  which  correction  (1)  above 
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has  on  the  problem. 

The  following  table  illustrates  the  comparative  premium  charges  per 
$  100.00  of  insurance  for   

(1)  Whole  Life  Policy, 

(2)  Twenty-year  Sniowment  Policy. 
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The 

tfhole  Life 

and  Hlniow.ment  forms 

were  ehossn 

because  they 

are  ths 

representative  forms  written  by  the  companies  at  the  present  time  on  adult 
risks. 
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SscfioN  IV.      Valuations  and  Reserves  on  Industrial  Folioies. 

All  legal  reserve  insurance  is  basal  primarily  upon  the  ilea  of  an  ade- 
quate premium,  sufficient  to  yiell  a  full  net  reserve.     Thus,  the  question 
of  valuations  and  reserves  is  a  very  important  one  to  the  sub.jeot  of  indus- 
trial insurance.    The  computing  of  reserves  on  ordinary  policies  is  a  com- 
paratively simple  matter;  but  in  the  industrial  business,  while  the  finding 
of  reserves  is  simple  enough,  the  real  difficulty  lies  in  tne  practical  ap- 
plication of  the  necessary  actuarial  formulae  to  the  great  mass  of  indus- 
trial business  with  its  millions  of  small  policies.     In  other  words,  the 
problem  of  finding  the  industrial  valuations  has  been  one  to  devise  a  scheme 
of  applying  scientific  formulae  to  the  huge  volume  of  small  policies  in  a 
practical  way,  and  with  a  view  to  saving  the  labor  and  money  expenditure 
from  becoming  prohibit ive. 

ffnen  industrial  insurance  started  in  the  United  States,  there  were  no 
laws  providing  for  valuations  otner  than  the  ordinary  valuation  provisions. 
Ordinary  and  industrial  insurance  were  all  consider^}  life  insurance  in  the 
same  sense.     It  was  soon  seen,  however,  that,   due  to  the  large  amount  of 
detail  connected  with  industrial  policies,  no  raetnod  of  seriatim  or  individ- 
ual treatment  was  practical  for  industrial  policies,  and  that  some  method 
of  valuing  policies  by  grouping  must  be  employed. 

thirst,  was  tried  a  method  of  grouping  the  industrial  policies  by  weeks 
of  issue  and  the  sum  of  all  the  policies  issued  in  any  one  week  at  the  same 
age  was  counted  as  one  policy,  and  a  list  snowing  the  amounts  issued  at  each 
of  the  ages  during  that  week  was  compiled  and  placed  by  itself.     The  same 
process  was  continued  for  every  week  and  as  a  result,  there  were  fifty-two 
lists  needed  and  compiled  in  a  year's  time.     Ail  the  policies  were  on  the 
weekly  premium  plan  and  were  liable  to  lapse  in  any  one  of  tne  fifty-two 
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weeks  yearly.     At  the  end  of  the  year  the  original  schedules  would  by  no 
means  represent  the  numbers  of  tne  policies  or  tne  amounts  of  insurance  in 
foroe  and  every  item  would  have  to  be  corrected  to  determine  it3  present 
condition.     Thus  the  immense  amount  of  detail  connected  with  this  scheme  was 
prohibitive  and  tended  to  multiply  greatly  from  year  to  year. 

A  plan  was  tnen  tried  of  condensing  the  lists  used  before  into  months 
of  issue;  but  this  plan  presented  on  the  whole  the  same  difficulties  that 
were  in  the  previous  plan. 

Consequently  there  was  much  studying  and  experimenting  on  the  part  of 
actuaries  in  order  to  find  a  practical  methoi  of  evaluating  industrial  poli- 
cies.    It  was  soon  seen  that  grouping  by  years  of  issue  was  a  practical 
method,  assuming  the  middle  day  of  the  year  as  the  average  day  of  issue  and 
reporting  all  policies  issued  at  the  various  ages  during  the  year  as  if  bear 
ing  the  date  of  July  first.     This  plan  reduced  tne  fifty-two  former  lists  to 
a  single  one  for  each  year  and  the  amounts  reported  were  those  in  force  on 
December  thirty-first,  the  date  fixed  by  the  laws  for  the  computation  of 
reserves  for  the  annual  statements. 

This  plan  greatly  simplified  matters  and  put.  tne  valuation  of  indus- 
trial policies  on  a  practical  basis;  and,  if  tne  insurances  under  the  in- 
dustrial policies  were  to  be  paid  for  by  annual  premiums  in  advance,  as  is 
the  case  in  ordinary  business,  they  would  have  required  a  method  no  differ- 
ent from  ordinary  methods  for  their  valuation. 

Because  of  the  fact  that  these  premiums  were  not  paid  yearly  in  advance 
but  were  payable  weekly  throughout  the- year,  it  must  result  that  on  December 
thirty-first,  there  remained  yet  to  be  paid  on  the  yearly  premium  at  least 
one-half  of  the  yearly  total  and  since  in  ordinary  tabular  valuations,  the 
reserve  is  charged  as  if  tne  whole  had  been  paid  in  advance,  there  must  be 
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allowed  as  a  credit  to  offset  the  overonarga,  an  amount  equal  to  the  unpaid 
portion  for  tne  full  year's  period.     As  the  valuation  is  by  the  net  premium 
method,  the  overcharge  to  be  credited  would  be  roughly  the  sum  of  the  net 
dsfrred  installments. 

A  similar  situation  arises  in  the  valuation  of  ordinary  business  where 
the  premiums  are  paid  semi-annually  and  quarterly,  and  the  balance  or  adjust 
ment  is  made  by  crediting  in  assets  the  amount  overcharged;  but  it  is  a  much 
simpler  matter  in  ordinary  business,  because  the  amount  thus  to  bs  considered 
is  of  relatively  less  importance.     Also  as  the  loading  on  the  ordinary  poli- 
cy is  approximately  estimated  as  a  percentage  of  the  gross  deferred  amount, 
the  correction  is  thus  readily  made. 

In  industrial  business  the  matter  is  of  much  greater  importance  and 
difficulty.    Because  of  the  large  relative  amount  deferred  and  because  of 
the  nature  of  the  industrial  premium,  no  average  percentage  could  be  assumed 
as  the  loading  that  would  be  safe  or  fair  for  any  one  year,  to  say  nothing 
of  the  constant  changes  and  variations  as  the  years  went  on.    To  meet  this 
difficulty  a  radically  different  plan  must  be  devised  from  that  applied  to 
ordinary  business.     The  industrial  premium,  as  noted  before,  is  made  up  of 
three  parts.    They  are   

(1)  Expenses, 

(2)  Cost  of  Insurance, 

(3)  Reserve. 

Bach  weekly  premium  contributes  to  all  three  of  these  items.     Death  claims 
are  paid  immediately.     The  expense  charge  goes  out  at  once  to  meet  current 
expenses.    Thus  in  reality  only  the  reserve  part  gets  to  the  office  of  the 
company.     Thus  if  tne  policy  is  dated  July  thirty-first,  then  one-naif  of 
the  first  year's  terminal  reserve  is  on  hand  December  thirty-first  and  is 
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chargeable  on  account  to  the  policy,  and  tnas  the  matter  of  deferred  pre- 
miums is  eliminated  and  need  not  be  considered  as  entsring  the  problem  in 
any  way. 

It  simplifies  the  whole  ease  to  what  the  preraiam  ha3  contributed  toward 
reserve. 

Thus  on  December  thirty-first  of  the  first  year,  the  reserve  would  be 
one-half  the  first  terminal  reserve. 

On  December  thirty-first  of  the  second  year,  it  would  be  the  whole  of 
the  first  terminal  reserve  plus  one-half  the  difference  between  the  first 
and  second  terminal  reserves. 

On  December  thirty-first  of  the  third  year,  it  would  be  the  second  ter- 
minal reserve  plus  one-half  the  difference  between  tne  second  and  tniri  ter- 
minal reserves,  and  so  on,  for  each  successive  year.     Industrial  policies 
are  written  with  the  age  next  birthday.     Thus  the  policies  are  aged  on  the 
average  one-half  of  a  year  too  old  and  if  the  valuations  were  made  up  from 
schedules,  made  up  at  these  policy  a*es,  the  reserve  would  be  rather  excess- 
ive.    To  correct  this,  the  usual  terminal  tables  are  adjusted  to  the  actual 
ages  by  taking  the  one-half  sum  of  the  two  nearest  terminals.     Thus,  the  pol 
icy  being  issued  for  age  twenty,  we  take  one-half  (the  terminal  reserve  at 
nineteen  plus  the  terminal  reserve  at  twenty)  and  base  the  value  of  the  firs 
year  on  this.    This  makes  the  charge  as  if  the  policy  were  issued  at  actual 
age  of  nineteen  and  one-half  years. 

There  are  various  modifications  of  this  plan,  as  might  be  expected,  in 
actual  practice,  but  no  important  deviation  in  principle.     It  is  ample,  con- 
venient and  in  accord  with  the  results  of  the  ordinary  business. 

It  is  self-evident  that  the  soundest  table  of  mortality  for  premiums 
and  reserves  would  be  one  based  on  industrial  experience,  and  such  a  table, 
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the  Standard  Industrial  Table,  has  been  compiled  from  the  experience  of  the 
Metropolitan  on  standard  industrial  risks  during  the  years  1896-1905.  A 
similar  table,  the  Sub-standard  Industrial  Table,  has  been  similarly  compile 
for  sub-standard  industrial  ri3ks.    In  1907,  the  Superintendent  of  Insurance 
of  New  York  State  designated  these  two  tables  as  minimum  standards  of  valua- 
tion for  industrial  policies  issued  after  January  1,  1907,  the  amending  law 
having  directed  him  to  fix  such  standards.    These  tables,  however,  give  re- 
serves considerably  in  excess  of  those  by  the  American  Experience  Table,  and 
in  1910  the  law  was  amended  so  as  to  make  the  basis  less  stringent  for  the 
weaker  companies.     As  it  stands  now  the  American  Experience  Table  is  the 
legal  standard,  but  companies  are  given  the  option  of  valuing  any  portion  of 
their  business  by  the  Standard  and  Sub-standard  Tables.     These  provisions 
are  found  in  New  York  Insurance  Law,  Sect.  34.     Until  1907  the  standards  of 
mortality  and  interest  were  the  same  as  for  ordinary  policies.    The  amended 
New  York  law  now  reads: 

"The  legal  minimum  standard  for  the  valuation  of  industrial  policies 
issued  after  the  first  day  of  January,  1907  shall  be  the  American  Ex- 
perience Table  of  Mortality  with  interest  at  three  and  one-half  percent 
provided,  that  any  life  insurance  company  may  voluntarily  value  its  in- 
dustrial policies  written  on  the  weekly  payment  plan  according  to  the 
Standard  or  Sub-standard  Table  of  Mortality.     Any  life  insurance  cor- 
poration may  voluntarily  value  its  policies,  or  any  class  thereof, 
according  to  the  American  Experience  Table,  or  if  industrial,  at  its 
option,  according  to  the  Standard-  or  Substandard  Mortality  Tables,  at 
a  lower  rats  of  interest  than  tnat  above  prescribed,  but  not  lower  than 
three  percent  per  annum,"  and  so  fortn. 

In  Massachusetts  tne  standards  have  been  the  same  as  in  ordinary  poli- 
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oias,  but  in  1911  the  law  was  amenied  permitting  valuation  of  weekly  payment 
business  according  to  tables  showing  a  higher  rate  of  mortality,  if  approved 
by  the  Insuranoa  Commissioner.    This  is  contained  in  Section  eleven  of  the 
Massachusetts  insurance  law. 

Theoretically,  industrial  premiums  and  reserves  should  be  computed  by  a 
special  formula  that  would  take  into  consideration  the  fact  that  premiums 
are  paid  weekly,  no  deduction  of  the  unpaid  portion  of  the  year's  premium 
being  made  in  the  event  of  death;  but  practically,  reserves  are  generally 
computed  in  the  same  way  as  for  ordinary  policies.     In  computing  mean  re- 
serves,  interpolation  is  made  between  terminal  reserves,   instead  of  between 
initial  and  terminal.    This  is  true,  inasmuch  as  the  premiums  are  payable 
weekly  throughout  the  year  and  there  is  no  deduction  at  the  time  of  death 
for  the  remainder  of  the  year's  premiums,  these  policies  are  practically 
considered  as  policies  with  continuous  premiums.     The  reserves  held  at  the 
end  of  any  calendar  year  therefore,  are  the  mean  between  the  terminal  re- 
serves for  the  repsective  years. 

Massachusetts  has  always  held  that  "half-ages"  and  "half  years"  should 
be  used,  policies  being  issued  at  "age  next  birthday,"  it  being  reasoned 
that  they  are  issued  on  the  average  at  the  end  of  June  and  at  an  age  one- 
half  year  younger  than  that  entered  in  the  policy.     Thus,  policies  issued  in 
1911  are  at  age  thirty  next  birthday  treated  as  if  the  actual  age  at  issue  . 
were  twenty-nine  and  one-half  and  at  the  end  of  the  first  calendar  year,  one- 
half  year's  reserve  would  be  used;  at  the  end  of  the  second,  one  and  one- 
half  year's;  and  so  on. 

The  question  has  often  been  raised,  on  account  of  the  heavy  initial  ex- 
panses during  the  first  year  of  the  policy,  (just  as  in  ordinary  forms), 
some  form  of  allowance  should  be  made  for  tnis,  this  to  be  accomplished  by 
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allowing  th9  reserves,   held  the  first  several  years,  to  be  lessened  in  some 
equitable  manner  and  then  made  up  in  the  later  years  of  the  polioy.     In  ord- 
inary forms  *e  have  Preliminary  Term  methods  and  Mew  York  State'3  Select  and 
Ultimate  method.     Why  not  have  some  equitable  arrangement  in  the  industrial 
olass  of  insurance  as  well?    The  larger  and  older  companies  do  not  suffer 
from  this  effect  because  of  the  large  volume  of  their  business  and  the  fact 
that  they  have  large  surplus  funds  from  which  to  draw.    Further  tney  do  not 
suffer  to  the  extent  due  to  the  fact  that  they  were  not  required  to  keep 
such  stringent  reserves  when  they  were  in  their  infancy,  as  is  now  required 
for  new  companies.     The  initial  expenses  are  also  increased  proportionately 
due  to  the  heavy  lapse  rate  the  first  few  years,  especially  in  the  first  six 
months  of  the  first  year. 

On  account  of  the  lapse  rate  in  the  early  history  of  industrial  poli- 
cies, Massachusetts  allows  a  deduction  of  seven-twelfths  of  the  reserve  at 
the  end  of  the  first  calendar  year  and  one-fourth  at  the  end  of  the  second, 

so  the  reserves  are   

At  end  of  first  year  —  five-twelfths  of  one-half  year's  reserve, 

At  end  of  second  year  -  three-fourths  of  one  and  one-half  year's  reserve, 

At  end  of  third  year  —  full  two  and  one-half  year's  reserve. 

In  New  York  State,  on  Whole  Life  Policies,  the  old  rule,  still  applied 
to  policies  issued  prior  to  1907,  was  to  take  the  integral  age  entered  in 
tne  policy  and  compute  the  reserve  as  having  started  to  accumulate  at  the 

end  of  the  first  calendar  year.     Thus,  the  reserve  would  be   

At  end  of  first  calendar  year           no  reserve, 

At  end  of  second  calendar  year  —  one  year  reserve, 

At  end  of  third  calendar  year           two  year's  reserve. 

In  the  eatly  days,  not  only  were  policies  under  partial  benefit  during 
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the  first  policy  year,  but  nothing  whatever  was  payable  in  the  event  of  deat 
during  the  first  three  months.     It  was  considered  on  account  of  tnese  small 
first  year  benefits,  the  policies  could  be  valued  as  if  all  nai  been  issued 
at  the  end  of  the  first  calendar  yearj    hence  the  New  fork  rule.    On  endow- 
ment policies,  however,  a  modification  was  necessary,  and  New  York  adopted 
the  following  rule: 

End  of  first  calendar  year           one-fourth  reserve, 

end  of  second  calendar  year  —  one  and  one-half  year' 3  reserve, 

end  of  third  calendar  year           two  and  one-half  year!s  reserve. 

On  all  policies  issued  since  January  1,  1907,  the  metropolitan  nas  used 
in  computing  its  New  York  State  valuation,  the  full  one-half  year  reserve  at 
the  end  of  the  first  calendar  year;   one  and  one-half  year's  reserve  at  the 
end  of  the  second;  and  so  on;  on  tne  basis  of  the  Standard  and  Sub-standard 
Tables,  with  three  and  one-half  percent  interest.     As  this  table  is  used  on 
"age  next  birthday,"  half  ages  are  not  used. 

On  old  infantile  whole  life  policies,  when  the  maximum  amount  of  insur- 
ance was  the  same  for  all  ages  at  entry  throughout  the  table,  policies  were 
treated  as  term  insurance  during  the  infantile  period,  after  which  they  be- 
gan to  take  a  reserve.    This  was  true  in  botn  New  York  and  Massachusetts. 
The  standards  and  methods  adopted  by  New  York  State  have  generally  been  ac- 
cepted by  other  states  with  the  exception  of  Massachusetts,  which  case  has 
already  been  noted. 

Regarding  the  practice  of  the  Prudential  Company,   it  is  very  similar  to 
that  of  the  Metropolitan  just  noted  above,  in  fact  identical  with  it  in  its 
valuations  and  reserves  on  industrial  policies.     Jp  to  the  present,  New  York 
and  New  Jersey  are  the  only  two  states  using  the  Standard  Industrial  Table 
of  Mortality  for  the  valuation  of  industrial  policies.    The  other  states 
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generally  specify  the  use  of  the  American  Experience  Table  for  the  valuation 
of  industrial  policies,  the  same  as  with  the  ordinary  policies,  with  the 
provision  or  option  that  the  Standard  Table  may  be  used  if  desired,  as  this 
table  creates  reserves  greater  in  amount  than  the  4merican  Experience  Table. 

The  question  of  latitude  allowed  on  industrial  policies  is  not  differ- 
ent from  that  allowed  on  ordinary  policies.     It  is  as  important  that  indus- 
trial valuations  be  made  on  the  basis  of  sound  actuarial  principles  as  that 
ordinary  valuations  should  be  so  made,  particularly  in  view  of  the  liberal 
concessions  in  the  policies  issued  at  the  present  time. 
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CHAPTER  IV 

The:  Sxperibinch!  of  this  Industrial  Insurance:  Companiss. 
Section  I.      Mortality  Experience, 
The  experience  of  the  industrial  life  insurance  companies  has  been  sirai 
lar  in  many  respects  to  that  of  the  ordinary  companies.     All  legal  reserve 
companies  operate  on  the  same  general  principles  of  security  and  permanent 
stability.    The  granting  of  protection  is  the  chief  reason  for  their  exist- 
ence. 

Industrial  insurance,  however,  was  the  last  form  to  rise  into  promin- 
ence as  a  distinct  and  important  branch  of  the  life  insurance  business.  It 
reaches  a  class  of  people  who  would,  except  for  this  form  of  insurance,  be 
left  entirely  without  insurance  protection  of  a  secure  kind.    Because  of  the 
fact  that  industrial  insurance  reaches  a  distinct  class  of  risks,   it  has  its 
own  peculiar  problems  concerning  mortality  experience. 

Industrial  insurance,  as  has  been  stated,   is  written  primarily  among 
the  industrial  classes  of  our  country.    By  industrial  class,  in  this  sense, 
is  meant  the  laboring  class,  tne  workingmen  and  their  families.    Being  an 
institution  primarily  intended  for  this  class  of  risks,  it  follows  that  the 
business  is  transacted  for  the  most  part  in  our  large  cities,  with  a  lesser 
amount  of  business  transacts!  in  the  smaller  neighboring  towns.    The  ques- 
tion, then,  of  mortality  to  the  industrial  insurance  company,  means  urban 
mortality.    It  means,  further,  not  the  general  urban  mortality,  but  the  ur- 
ban mortality  of  the  wage-earning  class.    This  wage-earning  population  is 
composed  mainly  of  factory  workers.    They  are  employees  and  their  dependents 
of  the  large  manufacturing  and  mercantile  corporations  of  our  country. 


 m 

The  conditionsof  living  of  industrial  risks  are  largely  those  of  the  un- 
skilled laborer.     The  range  of  application  of  the  industrial  policy  extends 
from  the  slum  class  to  t  hosetowhoro  the  ordinary  policy  is  applicable.     But  it 
is,  on  the  whole,  the  class  of  people  just  above  the  tenement  and  slum  types 
that  vre  consider. 

Questions  of  the  standard  of  living,  health  and  sanitation,  wages  re- 
ceived, occupations,  nativity  and  many  sirailar  points  must  be  considered  in 
a  full  treatment  of  industrial  mortality. 

The  mortality  experience  of  the  industrial  companies  has  been  much  high  • 
er  than  that  of  the  ordinary  companies.     In  fact,  it  is  even  higher  than  the 
mortality  rate  of  the  general  census.     This  is  a  very  significant  fact  and 
shows  clearly  one  of  the  elements  entsring  into  the  high  cost  of  industrial 
insurance,  as  compared  with  certain  other  forms.     4  comparison  of  the  mort- 
ality rates  between  ordinary  experience,  census  returns  and  industrial  ex- 
perience is  shown  clearly  by  the  following  table. 

Column  (a)  is  from  Parr's  English  Life  Table,  computed  from  two  censuses 
of  the  general  population  of  Great  Britain. 

Column  (b)  is  from  the  American  Life  Table,  compiled  from  the  United 
States  census  data  of  1330,  1340,  1350,  I860  and  checked  by  census  returns 
of  1330. 

Column  (c)  is  from  the  Actuaries  Table  which  is  made  from  the  experi- 
ence of  17  English  companies  transacting  ordinary  business.     It  corresponds 
to  the  American  Experience  Table  in  the  United  States. 

Column  (d)  is  from  the  American  Experience  Table,  compiled  by  Sheppard 
Homans  from  the  Mutual  Life  Company's  experience. 

Column  (e)  is  from  the  Standard  Industrial  Table  of  Mortality  compiled 
from  the  Metropolitan  Insurance  Company's  experience  between  the  years  1396- 
1905. 
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It  is  clearly  seen  from  a  study  of  the  figures  of  this  table  that  the 
mortality  rate  of  industrial  insurance  of  adults  ranges  from  143  to  nearly 
200  peroent  of  the  Actuaries'  Table,  while  the  American  (Ordinary)  Experi- 
ence Table  shows  only  8P  percent  of  the  Actuaries'  Table.     In  reality  the 
industrial  experience  is  then  from  170  to  230  percent  of  the  old-line  ordi- 
nary insurances.    This  is  true  because  of  the  many  conditions  and  limitation 
placed  upon  the  industrial  business  in  the  matter  of  its  risks. 

ffe  will  now  proceed  to  the  examination  of  some  causes  of  this  unfavor- 
able comparison  of  industrial  mortality  with  ordinary  and  even  with  the  cen- 
sus mortality.    Mr.  Hoffman,  Statistician  of  the  Prudential  Insurance  Com- 
pany, in  his  report  on  "Industrial  Insurance  in  the  United  States"  at  the 
Fifth  International  Congress  of  Actuaries  in  Berlin,  1906,  discusses  the 
question  of  Industrial  Mortality  at  some  length.    The  operations  of  indus- 
trial companies  are  practically  limited  to  the  large  cities.     The  mortality 
of  the  urban  population  is  high  compared  with  the  rural  population.    Not  on- 
ly is  this  urban  mortality  high,  but  certain  elements  of  the  population,  es- 
pecially the  industrial  class,  have  a  high  mortality  rate.    Elements  of  age, 
sex,  race  and  occupation  enter  into  the  inSastrial  insurance  ssortaltty  ques- 
tion.   The  distribution  of  policies  with  respect  to  age  follows  the  popula- 
tion distribution  of  ages  pretty  closely,  and  this  factor  is  not  a  separate 
one  outside  of  the  general  population  factor. 

With  respect  to  ages,  the  following  tables  illustrate  the  age  distribu- 
tion of  policyholders  and  the  comparative  age  distribution  of  industrial  in- 
surance policyholders  to  the  general  population. 
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A£e  Distribution  of  Industrial  Policyholders. 

United    States,  1904* 


Urban 

Industrial 

Patio  of 

Po  pul at  i 0  n 

Po 1 i  0  y holders 

to  one 

1  -  4 

1,759,357 

1,003,161 

1.7 

5-14 

5,915,079 

3,761,852 

1.6 

15  -  24 

5,334,745 

3,307,295 

1.3 

25  -  34 

5,672,409 

2,476,553 

2.3 

35  -  44 

4,363,053 

1,333,903 

2.4 

45  -  64 

4,641,062 

2,695,994 

1.7 

65  -  over 

1,365,013 

595,626 

2.3 

Total 

29,605,723 

15, 674,334 

1.9 

Comparative  ii9  Dl9fi*>tt  ion.     Industrial  Insur- 
ance Policyholder  -  to  -  General  Population. 


Percent    of  total, 

A  J  e  s 

Metropolitan  U. 

S .  Ce 

1905  % 

1900 

1-4 

9.6 

9.3 

5-9 

12.9 

12.0 

10  -  14 

12.2 

10.9 

15  -  19 

10.7 

10.2 

20  -  29 

17.7 

13.3 

30  -  39 

12.8 

14.3 

40  -  49 

10.0 

10.4 

50  -  59 

3.0 

7.9 

60  -  69 

4.9 

4.2 

70  -  over 

1.2 

2.4 

Total 

100.0 

100.0 

*By  Hoffman. 
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There,  farther,   is  no  sex  discrimination  in  the  selection  of  industrial 
risks.    The  term  race  refers  in  American  statistics  to  such  terms  as  Whites, 
Negroes,  Chinese,  Japanese  and  Indians.     3ut  the  last  three  require  very 
little  attention  as  their  numbers  are  so  very  few  in  the  population  and  the 
number  of  industrial  risks  of  these  races  are  practically  ne^lisable.  But 
negroes  have  a  hi=jh  death  rate  as  compared  with  the  white  risks.     The  follow 
in^  table*  shows  the  comparative  mortality  of  white  and  colored  risks. 

Ne^ro  mortality 

A^es  White  Colored 

to   every   100  white 


Under  5 

49.7 

113.5 

233 

5-14 

4.1 

9.3 

239 

15  -  24 

5.9 

15. 6 

264 

25  -  34 

3. 6 

16.9 

197 

35  -  44 

11.1 

21.3 

139 

45  -  64 

21.5 

36.7 

171 

65  -  over 

86.0 

103.6 

126 

Rates  per  1003  population 
"J.  3.  Census,  1900. 

This  hi^h  mortality  rate  of  negroes  is  due  primarily  to  their  suscepti- 
bility to  various  infectuous  and  chronic  diseases.     In  the  southern  states 
the  ne^ro  mortality  experience  compares  fairly  favorably  with  that  of  the 
general  white  population;  but  negroes  as  a  class  risk  in  the  northern  states 
are  found  in  the  experience  of  the  Prudential  Company,  to  be  snorter  lived 
tnan  the  white  risss.     The  Prudential  Company  does  not  solicit  colored  risks 
for  these  reasons,  as  it  is  entirely  unfair  to  the  wnite  risks  who  are  put 
in  the  same  class,  as  regards  industrial  rates.     The  Metropolitan  Company 

*By  Hoffman. 


121 

accepts  negro  risks  and  for  a  while  solicited  them,  but  at  the  present  time 
they  are  not  actively  soliciting  them  as  a  class  because  of  their  unfavor- 
able past  experience  with  their  negro  policyholders. 

Discrimination  against  the  negro  is  forbidden  by  law.     Legislation  was 
passed  to  this  effect  on  racial  grounds  alone  and  witn  no  regard  to  the 
scientific  facts  of  the  case.     In  1331  negro  mortality  was  first  noticed  by 
industrial  insurance  companies  to  be  unfavorable  compared  with  white  raortali  - 
ty  and  suitable  action  was  taken  to  fix  just  rates  for  the  two  classes.  3ut 
in  1834  a  negro  member  of  the  Massachusetts  legislature  introduceda  bill  to 
compel  the  insurance  companies  to  accept  negro  risks  on  the  same  terms  as 
white.     The  bill  became  law.     Rhode  Island  followed  in  1386;   New  York  in 
1891  and  New  Jersey  in  1394.     Nearly  all  states  have  since  passed  anti-dis- 
crimination laws.     Negroes  are  now  very  largely  deprived  of  insurance  be- 
cause they  are  simply  not  solicited  by  the  companies.    The  laws  were  based 
merely  upon  sentiment  and  defeated  the  very  purpose  for  wnich  they  were  pass- 
ed. 

The  distribution  of  risks  according  to  nativity  shows  a  very  definite 
tendency  in  the  matter  of  the  native  and  foreign  born  risks.     The  following 
table  shows  the  rate  of  mortality  by  nativity,  per  1000  population,  United 
States  census  of  1900,  among  4merican,  Bohemian,   Italian,  Irish  and  German 
immigrants. 

Rate  by  Nativity. 


Aje  a 

A  me  r  i  0  a  n 

Bohemian 

Italian 

Irish 

Q  e  r  m  a  n 

15  -  24 

5.0 

4.7 

6.6 

7.5 

4.3 

25  -  34 

6.4 

3.1 

7.1 

12.2 

7.4 

35  -  44 

7.5 

10.5 

9.2 

15.0 

9.6 

45  -  64 

14..6 

18.3 

17.2 

30.6 

20.3 

65  -  over 

65.9 

72.7 

66. 1 

96.9 

81.3 
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The  mortality  rate  by  nativity  is  perhaps  the  lowest,  for  the  native 
born  Americans,  according  to  the  above  table  for  ages  15  and  above.  The 
large  majority  of  immigrants  are  over  fifteen  years  of  age,  most  of  them  are 
twenty  years  of  age  or  above.     4s  the  immigrant  population  forms  a  large  per 
centage  of  oar  industrial  class,  centered  as  they  are  in  our  large  cities, 
it  follows  that  the  industrial  risks  above  age  fifteen  or  twenty  show  a 
large  percentage  of  the  foreign  born.     Industrial  risks  below  fifteen  years 
of  age  are  about  all  native  born.    The  proportion  of  the  foreign  born  among 
the  industrial  risks  increases  with  age  until  about  fifty-five  to  sixty-five 
for  males;  and  age  sixty-five  to  severity-five  for  females.     This  point  is 
further  borne  out  by  the  following  comparisons. 

Let  us  consider  new  business  according  to  premium  payments,   

36  percent  of  new  business  written    5  cent  policies, 

41  percent  of  new  business  written           10  cent  policies, 

23  percent  of  new  business  written           over  10  cent  policies. 

(For  age  under  ten  years,  exclusively)   

6l  percent  of  new  business  written    5  cent  policies, 

39  percent  of  new  business  written           10  cent  policies, 

(as  no  higher  than  ten  cents  is  accepted  on  infantile  policies!. 
Considering  according  to  premium  payments  the  claims  paid,  (instead  of 

new  business  as  above)   

17  percent  of  all  claims  are    5  0  policies, 

33  percent  of  all  claims  are  10  $  policies, 

50  percent  of  all  claims  paid  are  over  10  $  policies,  or 

23  percent  of  claims  are  less  than  $  50, 

19  percent  of  claims  are  from  3  50  to  $  99, 

39  percent  of  claims  are  from  -J>  99  to  $  199, 
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19  percent  of  claims  are  15  200  or  over, 
and  for  ages  under  10  years,  alone   

62  percent  of  all  claims  are  less  than  $  25, 

26  percent  of  all  claims  are  from  $  25  to  $  49, 

12  percent  of  all  claims  are  over  $  yO, 
making  the  average  claim  for  under  10  years  about  $  30.00. 

This  shows  very  clearly  the  effect  of  the  foreign  born  population  on 
the  mortality  rate  of  industrial  risks. 

4mong  the  industrial  wage-earning  classes  certain  diseases  such  as 
tuberculosis  and  cancer  figure  very  materially  in  the  mortality  rate.  The 
following  table  shows  the  comparative  mortality  rate  of  males  and  females 
due  to  tuberculosis  and  cancer. 

Tubercular  Diseases  and  Cancer. 


Tubercular    Diseases  Canoer 
A^Jea  ilales        Females  Males  Females 


15 

-  29 

38.0 

40.  6 

0.4 

0.7 

30 

-  44 

34.3 

23.9 

4.5 

5.9 

45 

-  59 

15.5 

9.6 

4.7 

10.6 

60 

-  74 

5.5 

3.9 

4.9 

6.4 

Summing  up,  then,  we  might  say  that  the  higher  death  rates  .among  the 
industrial  classes  are  due  to  a  variety  of  causes.     These  might  be  classi- 
fied in  a  variety  of  ways,  but  the  following  one  is  a  very  clear  and  concise 
one  for  our  purposes.     It  is  taken  from  a  classification  given  by  Mr.  Hoff- 
man. 

(1)  Occupations  are  unhealthy;  dangerous.      The  insurance  compan- 

*Table   by   Mr.  Hoffman. 
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ies  publish  lists  of  occupations  and  trades  which  they  deem  to  be  dangerous 
and  hazardous  and  tnerefore  require  either  special,  medium  or  hazardous 
ratings  for  the  ordinary  business.     All  of  these  occupations  are  included  in 
the  industrial  lists  of  policyholders  at  the  usual  rates:   no  discrimination 
being  made  against  them.     A  partial  list  of  these  occupations  is: 


(1) 

Acid  makers, 

(2) 

Aviators, 

(3) 

Baseball  players, 

(4) 

Brass  founders,  raolders,  casters 

(5) 

Bridge  builders  and  painters, 

(6) 

Celluloid  and  cement  workers, 

(7) 

Chauffeurs, 

(3) 

Circus  employees, 

(9) 

Cooks, 

(10) 

Oil  mill  employees, 

(11) 

Dyers, 

(12) 

Electrical  industry  employees, 

(13) 

Mining  industry,  coal  and  metal, 

(14) 

Oil  industry, 

(15) 

Police, 

(16) 

Pottery  and  brick  workers, 

(17) 

Railroad  employees, 

(IS) 

Stone  workers, 

(19) 

Telegraph  employees, 

(20) 

Textile  workers. 

All  these  occupations  in  ordinary  rates  are  quoted,  simply  on  the  basis 
of  occupation,  as  bein$  either  special,  medium  or  hazardous  ratings  and  some 
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are  entirely  declined.     Industrial  insurance  accepts  all  these  without  a  dis 
crimination  of  any  kind  because  it  is  these  classes  for  whom  this  form  of 
insurance  is  designed  primarily. 

(2)  The  foreign-born  risks  are  subject  to  a  higher  mortality  than 
are  the  native  born  as  shown  by  the  above  statistics  of  new  business  written 
and  claims  paid  for  the  various  a$es. 

(3)  The  conditions  of  living  are  very  unhygienic.    The  tenement 
districts  are  overcrowded  and  unsanitary  places  in  which  to  live.  These 
conditions  are  especially  bad  among;  the  Southern  Suropean  immigrants.  In 
cases  of  injuries  and  sickness  these  people  do  not  receive  proper  medical 
attention;  often  after  accidents  occur  in  the  factories  the  injuries  are  ex- 
posed, become  infected  and  bloodpoison  results.     All  of  these  factors  tend 
to  increase  the  mortality  rates  of  these,  the  wage-earning  classes. 

(4)  The  employees  are  subjected  to  infectuous  diseases.     When  thest 
people  are  exposed  they  do  not  take  proper  care  of  themselves  and  worse  cond- 
itions soon  result.     They  cannot  always  take  care  of  themselves  if  they  woulc 
because  the  working  conditions  at  low  wages  require  steady  labor  for  long 
hours.     The  working  conditions  are  often  far  from  the  best  in  matters  of 
lighting,  heating,  ventilating  and  the  general  sanitation  of  the  workshops 
and  factories.     The  employees  very  often  will  not,  either  through  careless- 
ness, or  ignorance,  cooperate  with  the  management  in  the  improvement  of  cond- 
itions, when  efforts  are  bent  on  improving  their  welfare.     4  variety  of  in- 
fectuous and  contagious  diseases  is  especially  prevalent  among  the  typical 
factory  employees.     It  is  these  conditions  with  which  industrial  insurance 

as  such  must  contend.     It  is  these  factors  that  make  the  mortality  rates  higf , 

(o)  The  medical  examinations  of  the  ordinary  insurances  are  much 

more  severe  than  in  industrial  examinations  and  inspections.     This,  of  course, 
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is  necessary,  because  if  the  industrial  examination  were  severe,  the  prime 
object  of  industrial  insurance  would  be  defeated,  namely,  to  supply  insur- 
ance protection  to  the  masses.     Information  as  to  family  history  and  other 
data  required  on  the  application  forms,  is  not  obtainable  very  often  from 
the  foreign-born  and  others  who  are  very  poor.     For  this  reason  no  accurate 
statistical  records  along  these  lines  can  be  kept. 

(6)  The  habits  of  life  of  factory  workers  must  be  taken  into  con- 
sideration.   Very  often  they  are  shiftless,  careless  and  dirty  in  their  man- 
ner of  living.    This  substandard  conditions  probably  contributes  further  to 
the  high  mortality.    This  condition  is  due  to  a  variety  of  causes,  some  of 
which  the  employees  can  control;  others  that  they  cannot.    The  stress  of  the 
industrial  system  today  tends  to  drive  them  into  indifferent  and  careless 
habits. 

(7)  Relative  poverty  of  the  industrial  classes  often  makes  them 
unable  to  secure  good,  wholesome  food  and  shelter  and  clothing;  also  the 
lack  of  funds  prevents  proper  medical  attention  and  remedies  for  sickness; 
they  also  either  suffer  from  lack  of  vacations  and  rest  altogether  or  else 
are  out  of  employment  for  a  long  time  and  suffer  from  conditions  in  this  res- 
pect . 

(8)  Mortality  from  diseases  and  accidents  among  the  industrial 
classes  is  very  high.    This  is  especially  true  of  such  diseases  as   

(i)  Consumption, 
(ii)  Pneumonia, 
( iii  )      Lung  trouble, 
(iv)      Liver  trouble, 

(v)  Alcoholism, 
(vi)  Rheumatism. 
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This  condition  is  due  mainly  to  lack  of  care  and  medical  attention. 

(9)  No  distinction  or  selection  of  risks  is  made  in  industrial  in- 

surance  to  any  appreciable  extent.  Only  the  degenerates  and  the  chronical- 
ly sick  are  kept  out.     Industrial  insurance  is  a  mass  institution. 

The  more  healthy  of  the  rural  classes  are  not  included  in  the  indus- 
trial risks.     Further,  the  industrial  insurance  companies'  mortality  experi 
ence  show  higher  rates  than  the  census  tables,  because  the  census  includes 
among  its  numbers  the  healthier  and  economically  better  classes,  as  well  as 
the  wage-earning  classes. 

The  following  tables*  show  the  comparative  mortality  of  the  urban  and 
rural  population;  and  the  comparative  mortality  of  the  Metropolitan  Company 
and  the  United  States  census  for  1900. 

Rates  per  1000  of  Fopulat  ion.       U.  S.  Census,  1900, 

urban  mortality 

A^ea  Urban  Rural 

to   ©very   100  rural 


Under  5 

57.6 

34.4 

167 

5-14 

4.7 

3.2 

147 

15  -  24 

6.7 

5.2 

129 

25  -  34 

9.6 

6. 3 

141 

35  -  44 

12.6 

3.0 

157 

45  -  64 

24.3 

15.7 

153 

65  -  over 

93.3 

76.3 

121 

*Prom  Hoffman. 
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Metropolitan  Insurance  Company  and  U.  S, 

Census,  1900, 

Registration  Area.      Rate  per 

1000. 

A  f  a  m 

A  to  • 

MstroDol it  an        U .    S .  Census 

Metrop.  Mortality 
to   every   100  U.S. 

20  -  24 

12.9  7.5 

172 

30  -  34 

16.5  9.4 

176 

40  -  44 

21.1  12.2 

173 

50  -  54 

31.8  19.1 

-  *  * 

loo 

60  -  64 

56.4  35.1 

161 

70  -  74 

111.5  75.2 

143 

80  -  84 

222.3  165.8 

136 

90  -  94 

423.4  339.2 
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Considering  the 

mortality  of  insured  children 

and  comparing  that  with 

the  general  mortality  of  children,  it  has  been  found  to  be  less  than  the 

general  mortality  figures,  thus  conclusively  disproving  the  ideas  and  asser- 

tions of  some  concerning  tendencies  toward  infanticide  and  child  neglect. 

Deaths  per  thousand  among  children  are  shown  by  the  following  table: 

Aje  next 
b  i rt  hd  a y 

Parr's        U.S.    General    oensus  of 

1880 

Table          General  01 

population        31  oltle« 

Metropolitan 
experienoe 

2 

65.59           57.6          .  87.4 

49.37 

3 

36.13           29.0  56.7 

32.01 

4 

24.59           21.5  24.7 

21.53 

5 

17.92           16.5  17.9 

16.07 

6 

13.53             3.2  8.9 

11.61 

7 

10.75             3.2  ■  8.9 

9.64 

8 

9.13             3.2  3.9 

7.94 

9 

7.69             3.2  8.9 

6.55 

10 

6.56             3.2  3.9 

5.47 

129 

rPho   4on£»Y*s*1    rfini^+ftlit.  v   had   hft^n   <?t.  ph  i  i  1  v   ^rnwi  n  ^    1  pcq 

i.  1 1  C>      -  n   1  v ,  [  a  I     IU  U  I  u  (a  i  1  u  .y      11  Cfc  o     UOv>Il     OuOCiJiljf      ^  I  v»  1  U  *       1.  w  o  o  « 

A  comparison  of  children  insured  and  those  not  insured: 

A^ea           U.    S.    Census    1900        Prudential  Experience 

1897   -  1901 

1  to  2  46.6 

31.6 

2  to  3  20.5 

14.6 

3  to  4  13.2 

10.2 

4  to  o  9.4 

3.0 

5  to  9  5.2 

4.4 

The  mortality  experience  of  the  London  and  American  Prudential  Compan- 

les  nas  always  usen  very  nedi  ly  x*ue  Sams,  ine 

mortal iL,y  or  insured  children 

is  less  than  the  general  mortality  because  of 

the  added  care  in  selection 

and  medical  examinations.     The  mortality  rate 

of  children  is  decreasing  as 

shown  by  the  following  table. 

Rates  per  1000 

AtJes  1890 

1900 

1-2  34.9 

46.6 

2-3  23.3 

20.5 

3-4  16.3 

13.2 

4-5  13.0 

9.4 

5-9  7.3 

5.2 

10  -  14  3.3 

3.3 

This  table  shows  the  tendencies  of  mortality  rates  as  regards  children's  in- 

surance. 

1  yJ 

The 

following    tables    are  tho 

(1)  Standard 

Industrial    Mortality  Tabic, 

(2)  Sub 

-standard    Industrial    Mortality  Table, 

(3)  American 

Experience    Mortality  Table. 

T  ho 

first 

ourve 

shoot    shows    tho    number    (per    100,000    living    at    ajo    10  yoar 

d  yinj 

at  each 

ajo    from    10   years   to    100    years,  inclusive. 

The 

so  oo  nd 

ourve 

sheet    shows   the    yearly   probability   of   dyio^,  according 

to   t  ho 

t  hr  e  e 

tables 

of    mortality,    from    ages    2    to    100    years,  inclusive. 

Tho 

two    ourve    sheets    are    designed    to    illustrate    the    comparative  mortality 

Thoy   illustrate  the 

matter   of    selection  of   risks    as   the    amounts   of  insuranoe 

increase  and 

as   more    healthy   and    economically  better   risks   are   taken  by  the 

oompanies,  advanoin 

tj   from    industrial    sub-standard   risks   through  industrial 

standard  risk 

8  to   the    Amerioan   Experience    (ordinary)  risks. 

Standard  Industrial  Mortality  Table 

Age 

Number 

.   .      a    .       n  .   .                                        Yearly  Frobabili- 
Livint      Number  Dying 

ty  of  Dying  

2 

100 

000 

3467  .034670 

3 

96 

533 

2169  22469 

4 

94 

3  64 

1248  13225 

5 

93 

116 

881                                                                      . 0094  6 1 

6 

92 

235 

664  7199 

7 

91 

571 

545  5952 

8  . 

91 

02  6 

446                         On   basis    Of  Aaaa 

9 

90 

581 

368              100,000  at  age  10  4063 

10 

90 

213 

310                                   344  3436 

11 

39 

903 

274                                 304  3048 

12 

89 

629 

258                                   286  2879 

13 

39 

371 

263                                 292  2943 

14 

89 

108 

282                                 313  3165 

15 

88 

326 

318                                 352  3580 

16 

88 

508 

364                                   403  4113 

17 

88 

144 

421                                   467  4776 

19 

87 

723 

482                                 534  5495 

19 

87 

241 

542                                 601  6213 

20 

86 

699 

599                                 664  6909 

21 

86 

100 

657                                 722  7561 

22 

85 

449 

690                                   772  8145 

23 

84 

753 

732                                   811  8637 

24 

84 

021 

764                                   847  9093 

25 

83 

257 

793                                   879  9525 
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Standard  Industrial  Mortality  Table  continued 

On  basis  of 

Ate       Number  of  Living        Number  Dying      100, 000  Yearly  Frobab  il it  u 

at  age  10 

of  dying 


O  -S 
4  O 

AAA 

ft  O  Ci 

ana 

i>  ■J  C7 

r\  r\  f\  r\  A  A 

•  uu  y  y  4  4 

d  7 

O  1 
O  X 

AAA 

ft  A  K 

a  4  o 

•  y  iu  o  ou 

ftn 

t  V  TO 

ft  7  a 

a  ft  ft 

»7  a 

/  S7 

W  O 

ft  Q  ft 

ao  fi 

77  73  u 

1  1  Q  9  ft 

7  q 

ft  3  ft 

a  1  7 

y  X  f 

1  O  1  ft 
X  W  X  o 

1  1  ftn  ^ 

X  X  OKJ  o 

^  1 

7  ft 

ill 

V  O  0 

103  6 

1  1  a 

o  <c 

7  7 

X   /  V 

9  4  6 

10  4  9 

o  o 

7  6 

2  30 

9  5  2 

1055 

lSdfta 

^  4. 

7  5 

2  78 

959 

10  63 

12  7  39 

3  fi 

o  «_/ 

74 

319 

9  65 

1070 

12985 

3  6 

73 

354 

9  70 

1075 

13224 

3  7 

72 

384 

979 

1085 

13525 

38 

7  1 

405 

990 

1097 

13865 

39 

70 

4  15 

1002 

1117 

14230 

40 

69 

413 

1017 

1127 

14  651 

4 1 

68 

396 

1032 

1144 

15089 

42 

67 

364 

1049 

1163 

15572 

4  3 

66 

315 

1068 

1184 

16105 

4  4 

65 

247 

1090 

1208 

1670  6 

4  5 

64 

157 

1113 

1234 

17348 

4  6 

63 

0  44 

1139 

1263 

180  67 

4  7 

6 1 

905 

1165 

1291 

18819 

4.  ft 

60 

740 

119  6 

132  6 

19  690 

4.  a 

•J  a 

5  44 

1228 

1361 

20  fi?3 

<Cr  \-/  U  u  O 

O  \J 

R  ft 

a  1  ft 

12  62 

1399 

P  1  fid  1 

K  1 

fi  7 

Ofi  4 

l?aa 

1440 

O  Ci  /  uo 

o 

O  o 

O  -J 

r  v  w 

1339 

14  84 

PAD  1  ft 

o  o 

S  4. 

•J  i 

4.  1  ft 
'*  X 

i  a  7Q 

1529 

O  U  'J  i  *0 

54 

53 

067 

1423 

1577 

26830 

55 

51 

614 

1469 

1628 

28461 

5  6 

50 

145 

1516 

1680 

30232 

57 

48 

629 

1566 

1736 

32203 

58 

47 

063 

1615 

1790 

34316 

59 

45 

448 

1666 

1847 

3  6  657 

ao 

43 

782 

1717 

1903 

392  17 

61 

42 

065 

1768 

1960 

42030 

Standard  Industrial 

Mortal ity  Tab le 

( oont inued ) 

Ate 

Number 

L iuini 

Number  Dyini, 

On  basis  of  100,000    Yearly  probabili- 
at  ate  10                  ty  of  dyini 

62 

40 

297 

1817 

2014 

• 

045090 

63 

38 

480 

1864 

20  6  6 

48441 

64 

36 

616 

1908 

2115 

5  2  108 

65 

34 

708 

1948 

215  9 

5  6125 

66 

32 

7  60 

1983 

d  1  9  o 

605  3  1 

67 

30 

777 

2010 

O  O  O  A 

<5  <s  <a  9 

65  30  9 

68 

28 

767 

2029 

O  O  A  Q 

YUO06 

69 

26 

738 

2038 

Q«OV 

70 

24 

700 

2037 

<5  <G  «J  O 

p  0  a  17  r\ 

71 

22 

663 

2023 

2  2  4  2 

72 

20 

640 

1995 

2  211 

73 

18 

645 

1952 

<G  X  Q 

• 

74 

16 

693 

1893 

Of)  QCl 

75 

14 

800 

1820 

e  w  X  r 

76 

12 

980 

1730 

1  Q  1  S 
X  t7  X  o 

1 0  Q  0  Q  0 

77 

11 

250 

1625 

1  fid  1 

X  Q\#  X 

1  A  A  A  A  A 

78 

9 

625 

1507 

X  w  I  V 

1  ^  ^      C  O 

79 

8 

118 

1377 

1  H  9  A 
X  w  »  o 

1      O  A  O  Q 
luff OcO 

80 

6 

741 

1239 

i  a  7  a 

1 QOQA 1 
X  O  O  0  V  X 

81 

5 

502 

1095 

12  14 

X       </  W  -x, 

82 

4 

407 

950 

105  3 

• 

P  1  *S  ^ 

£1  X  ij  0  u  u 

83 

3 

457 

806 

8  9  3 

0001  f^n 

84 

2 

651 

663 

7  4.0 

OKI Q OO 

co  iy  Ov/ 

85 

1 

983 

540 

O  27  <7 

O  f7  O  O  I  5C 

<o  /  <c  0  X  O 

86 

1 

443 

424 

0  0  0  0  *a  0 
<5  y  0  0  0  <& 

87 

1 

019 

322 

•3  k  n 

• 

88 

697 

238 

0  4  14  6  3 

39 

459 

168 

18  ti 

3  660 13 

90 

29  1 

115 

x<5  7 

39o 189 

91 

176 

74 

82 

• 

420455 

92 

102 

46 

51 

450980 

93 

56 

26 

29 

464286 

94 

30 

15 

17 

* 

500000 

95 

15 

8 

9 

533333 

96 

7 

4 

4 

571429 

97 

3 

2 

2 

• 

666667 

133 
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Standard  Industr Lai 

Mortality  Table  (continued) 

A£e 

dumber 

Living 

Number  Dyin£ 

On 

basis  of  100,000 
at  aie  10 

Yearly  probability 
of  dying, 

98 

i 

l 

i 

1.000000 

99 

0 

0 

100 

0 

0 

Sub 

-standard  Industrial  Mortality  fable 

Age 

Number 

Living 

Number  Duin& 

V ' o  nv*  1  n    or* rt  h  i  7  i  +  u 
I  K  CI  /  L  y  fJrUL'UULLLCy 

2 

100 

000 

6140 

.061400 

3 

93 

8  60 

4  181 

44545 

4 

89 

679 

2080 

23194 

5 

87 

599 

1239 

14144 

6 

86 

3  60 

9 18 

10630 

7 

85 

442 

7  88 

.009223 

8 

84 

654 

uo  / 

To 

reduce  to 

8115 

9 

83 

967 

r<  1  A 

100,000  rates 

7312 

10 

83 

353 

J  (  <i 

686 

6862 

11 

82 

781 

558 

669 

6741 

12 

82 

223 

574 

689 

6981 

13 

81 

649 

O  X  £7 

743 

7581 

14 

81 

030 

683 

819 

8429 

15 

80 

347 

759 

911 

9447 

16 

79 

588 

841 

1009 

.010567 

17 

78 

747 

918 

1101 

11658 

18 

77 

829 

982 

1178 

12617 

19 

76 

847 

1024 

1229 

13325 

20 

75 

823 

1042 

1250 

13742 

21 

74 

781 

1040 

1248 

13907 

22 

73 

741 

1020 

1224 

13832 

23 

72721 

988 

1185 

13586 

24 

71 

733 

957 

1148 

13341 

25 

70 

776 

928 

1113 

13112 

26 

69 

848 

907 

1089 

12985 

Sub- standard  Industrial 


dumber 

Liulni 

dumber  L 

27 

68 

94  1 

893 

28 

68 

048 

886 

29 

67 

162 

885 

30 

66 

277 

835 

31 

66 

392 

886 

32 

64 

506 

888 

33 

63 

618 

891 

3  4 

62 

727 

896 

35 

61 

831 

905 

33 

60 

926 

915 

37 

60 

Oil 

926 

38 

59 

085 

937 

39 

58 

143 

950 

40 

57 

193 

9  65 

41 

5  6 

233 

979 

42 

5  5 

254 

995 

43 

54 

259 

1013 

44 

53 

246 

1032 

45 

52 

214 

1052 

46 

51 

162 

1072 

47 

50 

090 

1095 

48 

48 

995 

1119 

49 

47 

876 

1143 

50 

46 

733 

1163 

51 

45 

5  65 

119  5 

52 

44 

370 

1223 

53 

4  3 

147 

1250 

54 

41 

897 

1279 

55 

40 

618 

1307 

56 

39 

311 

1337 

57 

37 

974 

1365 

58 

36 

609 

1393 

59 

35 

216 

14  20 

60 

33 

796 

1446 

61 

32 

350 

1470 

62 

30 

880 

1492 

63 

29 

388 

1510 
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Mortality  Table  (continued) 

To  reduce  to      Yearly  Probability  of 
,000  rates  dyini 


1071 

.012953 

10  63 

13020 

1062 

13177 

1062 

13353 

1063 

13649 

1064 

13766 

1069 

14005 

1075 

14234 

1086 

14637 

1093 

15018 

1119 

15  431 

1124 

15  359 

1140 

16333 

1158 

16371 

1175 

17410 

1194 

18008 

12  15 

18670 

1238 

19332 

1262 

20148 

1236 

20953 

1314 

21361 

1342 

22839 

13  71 

23874 

1401 

24993 

1434 

26226 

1467 

27564 

1499 

28971 

1534 

305  2  7 

1568 

32178 

160  4 

34011 

1633 

35946 

1671 

3305  1 

170  4 

40323 

1735 

42786 

1764 

45440 

1790 

48316 

1312 

51332 

Sub-standard  Industrial 
A%3      Number  Liuin*      Number  Dyinl 


64  27    878  1626 

66  26    352  1537 

66  24    815  1543 

67  23    272  1545 

68  21    727  1640 

69  20    187  1529 

70  18    658  1510 

71  17    143  1485 

72  15    663  1451 

73  14    212  1409 

74  12    803  1359 

75  11   444  1300 

76  10    144  1234 

77  8  910  1161 
73  7    749  1082 

79  6    667  996 

80  5    671  908 

81  4    763  816 

82  3   947  724 

83  3    223  633 

84  2   590  544 

85  2   046  460 

86  1   586  381 

87  1    205  309 

88  896  245 

89  651  191 

90  460  143 

91  317  106 

92  212  75 

93  137  52 

94  86  34 

95  51  21 

96  30  14 

97  16  8 

98  8  5 

99  3.2 

100  1  1 

101  0  0 
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Mortality  Table  {continued) 

To  reduce  to      Yearly  probability  of 
,000  rate3  dying* 


1831 

.05  47  39 

1844 

58326 

185  1 

62180 

1859 

66389 

1343 

70880 

1834 

75742 

1812 

80930 

1782 

86599 

1741 

92639 

169  0 

99142 

1630 

. 106147 

15  60 

113  5  9  7 

1434 

121648 

13  93 

130303 

1298 

13  9  6  31 

1195 

149393 

1089 

160113 

9  79 

171321 

369 

13  3  4  30 

759 

19  6401 

65  3 

. 2 100  39 

552 

224329 

45  7 

2402  2  7 

3  71 

25  6432 

294 

273438 

229 

293395 

172 

.310370 

126 

331230 

90 

353774 

62 

3795  62 

41 

. 400000 

25 

411766 

17 

466667 

10 

. 500000 

6 

. 6  2  50  00 

2 

. 666667 

1 

1.000000 
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Amer loan 

Sxper lenae 

More  a  lity 

Tab le. 

Ate 

Number 

Livini 

Hamber  Dyini 

Yearly  probability  of 

10 

100 

000 

749 

. 007490 

11 

99 

251 

74  6 

7516 

12 

98 

505 

743 

7543 

13 

97 

762 

740 

7569 

14 

97 

022 

737 

7596 

15 

96 

235 

735 

7634 

13 

95 

550 

732 

7661 

17 

94 

313 

729 

7688 

19 

94 

089 

727 

7727 

19 

93 

362 

725 

7765 

20 

92 

637 

723 

7805 

21 

91 

914 

722 

7855 

22 

91 

192 

721 

7906 

23 

90 

47  1 

7  20 

7958 

24 

89 

751 

719 

8011  , 

25 

39 

032 

719 

3065 

26 

88 

314 

719 

8  130 

27 

87 

536 

719 

8  197 

28 

86 

373 

7  19 

3264 

29 

36 

160 

719 

8345 

30 

85 

441 

7  20 

8427 

31 

84 

721 

721 

8510 

32 

84 

000 

723 

3  60  7 

33 

83 

277 

726 

3718 

34 

82 

551 

729 

9331 

35 

81 

822 

732 

3946 

36 

81 

090 

737 

909  9 

37 

90 

353 

742 

9  23  4 

38 

79 

611 

7  49 

9408 

39 

7  3 

862 

756 

9586 

40 

78 

10  6 

7  65 

9794 

41 

77 

341 

774 

.010003 

42 

76 

567 

785 

10252 

43 

75 

782 

797 

10517 

44 

74 

785 

812 

10329 

45 

74 

173 

828 

11163 

46 

73 

345 

343 

11562 

American  Experience  Mortality 
Aie  Number  Liuini  Number  Dyin* 


47 

72 

497 

870 

48 

71 

627 

896 

49 

70 

731 

927 

50 

69 

804 

962 

5  1 

68 

842 

1001 

62 

67 

341 

10  4  4 

53 

66 

797 

1091 

54 

65 

706 

1143 

55 

64 

563 

119  9 

56 

63 

364 

1260 

57 

62 

104 

1325 

58 

60 

779 

1394 

59 

59 

385 

14  39 

80 

57 

917 

15  4  6 

61 

56 

3  71 

1628 

62 

54 

74  3 

1713 

63 

53 

030 

1800 

64 

5  1 

230 

18  3  3 

65 

49 

341 

1930 

66 

47 

3  61 

2070 

67 

45 

29  1 

2  153 

68 

4  3 

123 

224  3 

69 

40 

890 

2321 

70 

38 

5  69 

2  391 

71 

36 

178 

2448 

72 

33 

730 

2437 

73 

3  1 

243 

2506 

74 

28 

738 

2501 

75 

26 

237 

2476 

76 

23 

761 

2431 

77 

21 

3  30 

2369 

78 

18 

961 

2291 

79 

16 

670 

2196 

80 

14 

474 

2091 

81 

12 

383 

1964 

82 

10 

419  . 

1816 

83 

8 

603 

1643 

137 

Table  ( aont  Inued, ) 

Yearly  probability  of 
dylni 

.012000 

12509 

13  106 

13781 

14541 

15389 

16333 

17  39  6 

18571 

19885 

21335 

22936 

24720 

26693 

28880 

31292 

33943 

36873 

40129 

43707 

47647 

52002 

56782 

61993 

67665 

73733 

30173 

37028 

94371 
.10  2311 
111064 
120827 
131734 
144466 
15  8  30  5 
174297 
191531 


* 
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American  Sxper Lenae  Mortality  Table  (continued) 

Yearly  probability  of 

A£e  number  Liuin*  Number  Dying 

iyini 


84 

6  955 

1470 

. 211369 

85 

5  485 

1292 

235552 

86 

4  193 

1114 

265681 

87 

3  079 

933 

. 303020 

88 

2  146 

744 

346692 

89 

1  402 

555 

395363 

90 

847 

385 

.464545 

91 

462 

246 

.532466 

92 

216 

13  7 

. 634259 

9  3 

7  9 

58 

.734177 

94 

21 

18 

.857143 

95 

3 

3 

1. 000000 
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0 

0 
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SacTioN  II.  Lapse 

Exper ienee. 

The  experience  of  the  industrial  insurance  companies  in  regard  to  lap- 

ses i3  an  often  misunderstood 

subject.     Lapses  occur  on  new  busin3ss  lately 

during  the  first  year  of  policy  duration.     From  1900  to  1905  policies  showed 

a  duration  as  follows,   (tables  from  Hoffman). 

Metropolitan  experience. 

Of  issue  of  1900  —  34.34 

percent  of  policies  lapsing,  lapsed  during  the 

first  year. 

Tn    1 Q11                 1 Q 

in    Ly\J  X                 J.  J.  J2* 

Tn   1 000              h  VI 
in             — — — 

utJi  ^yuo    lay      j   aui  i  * i ^   one?   u  tn  r i  ys&r# 

ill   xy\jj  2« 

T  n  1Q04   2.36 

u  j  l  _     1 1  j     idpo^  a     j.  j.  1  J.  1  ^     u  110     l  1  L  u  !1     Y  "  cl  v  • 

Prudential  Experience. 

Of  issue  of  1900  —  37.51 

percent           first  year. 

In  1901  — -  22.37 

percent           second  year. 

In  1902    5.71 

percent           third  year. 

In  1903  —  3.39 

percent           fourth  year. 

In  1904    2.61 

percent           fifth  year. 

Tfte  duration  of  lapsed  poli 

cies  was   

Duration 

Feroent  of  lapse. 

Less  than  13  weeks 

37  percent 

13-25  weeks 

17  percent 

29  -  33  wee  its 

7  percent 

39  -  51  weeks 

5  percent 

52  -  64  weeks 

3  percent 

65  -  77  weeks 

3  percent 

73  -  90  weeks 

2  percent 

91  -103  weeks 

2  percent 

2  -    3  yoars 

6  percent 

3  years  and  more 

18  percent. 

i 
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Thus  M  3ee  that  about  35  percent  of  all  the  industrial  policies  that 
lapse,  io  so  during  the  first  year.    Most  of  these  lapse  within  the  first 
thirteen  weeks,  the  high  point  being  six  weeks  after  the  policy  is  written. 
This  means  that  just  two  premiums  are  paid  and  then,  with  the  four  aeeks 
grace  period,  the  policy  is  lapsed  after  six  weeks.    The  heavy  lapse  rates 
of  the  industrial  companies  are  due  to  many  causes. 

(1)  Fifty-two  opportunities  in  a  year  are  given  for  lapsing  as  com 
pared  with  four  times,  at  most,  for  ordinary  policies.     4  little 
neglect  easily  lapses  a  policy. 

(2)  The  lapse  rate  in  the  ordinary  and  industrial  business  does 
not  mean  the  same  thing;  because  industrials  may  lapse  and  re- 
enter again;  they  may  even  lapse  and  re-enter  a  second  time;  this 
may  continue  several  times.    The  four  weeks  grace  period  is  fav- 
orable to  the  policyholder  each  time.     Oases  are  possible  where 
protection  might  be  gained  absolutely  free  by  taking  opportunity 
of  the  lapse  scheme  at  tne  right  times.     These  lapses  mean  nothin; 
but  gains  to  the  policyholder  and  losses  to  tne  companies.  The 
four  weeks  grace  period  in  which  the  policy  is  still  in  force 
makes  the  holder  lose  very  little  while  the  company  loses  much, 
considered  as  the  sum  of  all  the  numerous  small  losses.     Tne  aver- 
age period  of  payment  for  those  policies  lapsing  during  the  first 
year,  is  only  about  six  weeks. 

(3)  It  takes  a  second  and  even  a  third  year  of  continuous  payments 
on  a  policy  continually  in  force  to  re-coup  the  company  for  the 
initial  expenses  and  put  the  policy  on  a  paying  basis.    The  Pru- 
dential, as  showrHn  a  legislative  investigation,  had  policies 
which  showed  a  loss  of  290  percent  of  the  reser73  at  the  end  of 


the  first  year;  2o  percent  only  of  this  reserve  liability  had 
been  made  up  at  the  end  of  the  second  year;  and  at  tne  end  of  the 
third  year,  the  policies  had  made  up  only  52  percent  of  tne  re- 
serve liability.    So  it  is  necessary  to  wait  until  the  fourth 
year  of  policy  duration  to  even  meet  the  reserve,   neglecting  pro- 
fits of  any  sort.     All  lapses  of  the  firs  f  two  or  three  years  are 
therefore  losses  to  the  company. 

(4)  The  companies  do  all  they  possibly  can  to  prevent  lapses,  not 
only  by  sending  out  literature  instructing  policyholders  of  the 
undesirability  of  lapsing;  but  especially  in  the  matter  of  re- 
munerating their  agents.     Agents  are  paid  on  increase  only.  They 
have  to  make  good  all  lapses  before  they  receive  any  special  com- 
missions for  writing  new  business.     This  makes  it  to  the  prime 
interest  of  the  agent  not  to  let  any  policies  lapse  and  as  a  rule 
he  works  most  industriously  persuading  the  policyholders  not  to 
lapse  their  business.     Tne  companies  must  protect  themselves  from 
abuse  of  this  lapsing  power  on  the  part  of  tne  policyholder,  by 
making  it  to  the  interest  of  the  agent  not  to  influence  policy- 
holders to  lapse  and  then  later  to  rewrite  the  same  business. 

(5)  The  lapse  rates  given  include- — 

(1)  lapses  by  death, 

(2)  policies  cancelled  on  which  premiums  were  returned, 

(3)  policies  surrendered  to  be  rewritten, 

(4)  policies  surrendered  for  paid-ups, 

(5)  policies  written  out  of  friendship  to  agents  with  no  idea  of 
persistence. 

A  common  fallacy  lies  in  the  belief  that  enormous  profits  are  made  from 
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lapses  by  the  insurance  companies.    The  number  of  policies  issued  each  year 
is  contrasted  with  the  number  reported  in  the  annual  statements  of  the  com- 
panies to  the  insuranoe  departments  as  Having  terminated  by  lapse,  and  the 
deduction  is  drawn  that  all  the  lapsed  policies  have  contributed  something 
in  the  way  of  premiums  to  the  companies,  which  the  latter  retain  and  from 
which  profits  are  made. 

As  was  said  above,  the  terra  lapsed,  as  applied  in  industrial  insurance 
policies  is  different  from  that  in  ordinary  policies.     For  actuarial  purpose 
the  company  records:  consider  every  policy  applied  for  as  issued,  whether  a 
single  week's  premium  has  been  paid  on  it  or  not.     All  applications  received 
at  the  home  office  satisfactory  to  the  medical  department,  are  issued  and 
sent  for  delivery  to  the  agents  who  procured  the  applications.    These  agents 
in  actual  practice  have  four  weeks  in  which  to  deliver  the  policy  and  secure 
the  first  payment  thereon  and  at  the  end  of  that  time,  those  policies  which 
have  not  been  paid  for  are  reported  and  lapsed.     In  ordinary  insurance  the 
agent  has  sixty  days  in  which  to  deliver  tne  contract  and  if  he  does  not 
succeed  in  doin^  so,  it  is  returned  to  the  home  office  and  marked  "not  taken1 
instead  of  "lapsed." 

Lapses  are  a  source  of  actual  loss  and  if  not  checked  by  every  possible 
means,  they  will  affect  the  safety  of  the  company.     An  industrial  policy 
takes  about  two  years  to  pay  for  the  cost  of  putting  it  on  the  books  and  as 
most  of  the  lapses  occur  during  the  first  policy  year,  the  chances  of  big 
profits  are  extremely  small.    The  fact  that  agents  are  paid  on  increase  only 
shows  that  lapses  are  avoided  by  the  companies  in  this  very  effective  way  by 
forcing  the  agent  to  exert  all  his  powers  to  keep  the  insuranoe  in  force. 

It  is  supposed  and  charged  tnat  gains  arise  from  lapses,  by  turning  in- 
to surplus,  the  reserves  on  lapsed  policies,  heretofore  charged  up  as  a  lia- 
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bility.  As  was  outlined  above,  it  was  the  fourth  year  before  the  Prudential 
Company  made  up  its  reserve  liability,  neglecting  any  profits;  demonstrating 
again  the  fallacy  of  the  profit  idea  from  lapses. 

Many  reasons  contribute  toward  lapses  in  the  industrial  husiness.  The 
economic  condition  of  the  people  is  such  that  the  difference  between  income 
and  subsistence  is  small.  But  the  redeeming  feature  is  that  the  lapses  are 
not  all  permanent.    The  revival  rate  is  high  and  the  terms  are  liberal. 

There  is  also  an  adverse  selection  due  to  lapses.    The  sub-standard 
risks  tend  to  remain  and  the  good  risks  will  tend  to  lapse  their  insurance. 

The  companies  not  only  lose  due  to  the  initial  costs  of  placing  the  in- 
surance on  the  books,  but  also  from  the  fact  that  they  have  the  risk  of  in- 
surance all  the  time,  including  the  four  weeks  grace  period;  also  including 
the  four  weeks  the  agent  has  to  deliver  the  policy  in.     If  an  agent  fails 
to  write  increase  for  several  weeks  his  case  is  considered  pretty  carefully 
and  if  he  continues  to  not  make  an  increase,   he  is  discharged.    This  again 
illustrates  the  fact  that  the  companies  do  not  want  lapses  and  do  everything 
in  their  power  to  prevent  them.    The  policy  conditions  were  seen  to  be  ex- 
ceptionally liberal  in  the  matter  of  re-instatement  to  lapsed  policyholders. 

Further,  it  costs  more  to  put  a  new  policy  on  the  books  than  the  surren- 
der charge  allowed  by  law  amounts  to,  even  after  the  policy  has  continued 
long  enough  to  have  a  considerable  surrender  value.     The  companies  have  long 
since  clearly  recognized  the  fact  that  nothing  whatsoever  was  to  be  gained 
by  lapsing  any  policy. 

No  profits  are  attached  to  lapses- on  infantile  insurance,  because  the 
greatest  mortality  occurs  during  the  first  year  of  life.    Tney  are  decreas- 
ing risks  and  renewable  terra  insurances.     No  reserves  are  needed  and  the 
weekly  premiums  provide  for  clairas  and  expenses.     Surplus  is  profit  to  the 
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company  and  the  more  policies,  the  more  surplus  is  accumulated;  so  that  lap- 
ses are  a  distinct  loss. 

Perhaps  the  brightest  feature  of  the  lap3e  question  is  that  thero  has 
been  a  steady  decrease  in  the  lapse  rate  during  the  history  of  the  indus- 
trial companies.    The  lapse  rate  is  continually  improving.    Most  of  the  lap- 
ses do  not  represent  a  financial  loss  to  the  insured  in  any  way  whatsoever; 
but  on  the  other  hand  constitute  a  serious  question  to  the  industrial  com- 
panies.   The  companies  have  left  nothing  undone  that  ingenuity  or  rules 
could  do  to  diminish  the  issuing  of  business  likely  to  lapse.    After  the 
first  three  years,  policies  are  fairly  steady  in  the  matter  of  continuance 
and  then  they  begin  to  have  a  paid-up  value.    The  percentage  of  the  total 
industrial  policies  termining  by  lapse  in 

1930  was  21.4  percent, 

1905  was  17.2  percent, 

1910  was  13* 0  percent. 
A  substantial  increase  in  the  revival  rate  has  also  been  noted  year  after 
year,  and  this  with  the  lowering  lapse  rate  continually  lessens  the  hazard- 
ous features  of  the  lapse  situation. 
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Section  III.      fne  Experience  in  Legislation. 

The  industrial  insurance  companies  have  had  a  varied  experience  in  the 
matter  of  legislation.     In  the  United  States,  the  various  states  exercise  a 
certain  amount  of  control  over  the  insurance  companies  and  there  is  no  uni- 
form insurance  code.     Sach  state  enacts  laws  affecting  its  own  "home"  com- 
panies, and  the  so-called  "foreign"  companies,  operating  within  the  state. 
Just  as  countries  differ  in  their  laws  on  any  question,  so  do  the  states  dif 
fer  in  their  reflation  of  insurance. 

Thus,  there  is  endless  confusion  and  difficulty,  which  the  insurance 
companies  must  encounter,  often  involving  the  needless  expenditure  of  large 
sums  of  money,  in  conforming  to  the  laws  of  one  state  anl  being  compelled  by 
the  next  state  to  conform  to  an  entirely  new  situation.    This  matter  of  stati 
insurance  department  requirements,  is  of  special  importance  and  difficulty, 
in  respect  to  the  valuation  of  policies,  the  keeping  of  reserves,  and  the 
specifications  of  general  policy  provisions. 

But  perhaps  the  worst  features  of  tne  situation  is  not  so  much  the  di- 
vergence of  legislation,  but  rather  the  policy  of  retaliation  and  personal 
gain  at  the  expense  of  every  other  state  which  each  state  pursues.  Bach 
state  tends  to  favor  its  "home"  companies  and  to  discriminate  against  the 
"foreign"  companies.     A  simple,  but  effective,  uniform  insurance  code  is  the 
thing  that  is  most  to  be  desired. 

The  leading  states  in  the  matter  of  insurance  legislation  are  New  York, 
few  Jersey  and  Massachusetts,  as  it  was  in  these  states  that  the  insurance 
business  received  its  first  start  and  especially  the  industrial  insurance 
business,  which  was  almost  entirely  confined  in  its  early  history  to  opera- 
tions within  these  three  states.    As  a  result  of  this  situation  these  states 
lave  always  been  the  leaders  in  the  matter  of  insurance  legislation  and  other 
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states  nave  conformed  their  laws  to  these,  in  30  far  as  any  conformity  in 

the  laws  may  exist. 

The  state  insurance  departments  now  require  annual  statements  to  be 
made,  including  business  and  financial  reports  of  the  companies.     Tne  laws 
have  furtner  provided  for  the  various  internal  methods  of  operation  of  the 
companies,  especially  in  the  matter  of  the  xind  of  insurance  to  be  written; 
the  distribution  of  surplus;  valuations;  capitalization;  purchase  of  bonds 
and  disposal  of  securities  and  various  other  provisions.    Tne  laws  of  New 
York,  New  Jersey  and  Massachusetts  that  follow,  have  been  taken  from  the  in- 
surance code  of  these  states.     The  laws  have  been  included  in  so  far  as  they 
in  any  way  affect  the  transaction  of  the  industrial  business  of  the  coupanie 
within  those  states.     These  statutes  may  be  considered  representative  in  the 
matter  of  industrial  insurance  legislation  in  the  various  states. 

Mew  York  Insurance  Law. 

CHAPTER   XXVIII    of   the   Consolidated   Laws,    (in   effeot    January   first,  1910). 
Article    II.      Sections   70   -   101,    Life,    health   and   oasualty   insurance  oor- 
porat  ions. 

SSCtion  83.         Except    as   herein   provided    every   domestic    insurance  corpora- 
tion  heretofore   or   hereafter   organized,    whether    incorporated   by   speoial  aot 
or    under   a  general    statute,    anything    in   its   oharter   or   certificate   of  incor- 
poration  notwithstanding,    shall    provide    in   every   polioy   issued   on   or  after 
the   first    day   of    January,    Nineteen   Hundred    and    Seven,    that    the    proportion  of 

the  surplus  aooruinj  upon  said  polioy  shall  be  ascertained  and  distributed 

annually  and   not   Otherwise.      Upon   the   thirty-first   day   of    Deoember   of  eaoh 
year,    or   as    soon  thereafter   as   may  be   practicable,    every   such  corporation 
shall   well    and   truly   ascertain  the    surplus   earned   by   such   corporation  during 
the    said    year.      After    setting    aside   from   such   surplus,    such   surplus   as  may 
be    required   for   the    payment    of    authorized   dividends    upon   the    capital  stock, 
if    any,    and    such   sums   as   may   properly  be    held   for   account   of    existing  de- 
ferred  dividend    policies    and    for    a   contingency   reserve    not    in  exoess   of  the 
amount    prescribed    in  this    article,    every   such   corporation   shall    aportion  the 
remaining    surplus   equitably  to    all    other   policies   entitled   to   share  therein. 
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In   the    oase    of    a    term   or    industrial    polioy    issued    on    or    after    the  first 
day   of    January,    Ninteen   Hundred    and    Seven,    the    share    of    surplus    so  appor- 
tioned   shall    be    payable   to   the    owner   of   the    polioy   in   oash  or    shall   be  ap- 
plioable   to   the    payment    of    any   premium   or    premiums    upon   said    polioy,    or  if 
so    provided    in  the    polioy   shall   be    permitted   to   aooumulate   to   the    credit  of 
the   polioy   at    suoh  rate   of    interest    as    shall   be    allowed   by  the    company  and 
in   suoh   oase    shall   be    payable    upon  the   maturity  or   expiration   of    the  polioy 
or    shall   be   withdrawable    in  oaah  by  the    holder   thereof    on   any   anniversary  of 
the   date    of    issue   thereof.      The   dividends   deolared   as   aforesaid    in  the  oase 
of    a   polioy   issued   on   or    after   the   first   day  of    January,    Nineteen  Hundred 
and   Seven,    shall   be    payable   respectively  either   upon   the    anniversary   of  the 
polioy   next    after    said    thirty-first    day   of    December   or    upon   a   day  certain 
in   the    year   following    said   date,    aooording   to   the   rules    of    the  corporation 
or   terms    of   the   polioy,    and   upon  the    sole   oondition  that    the    premium  payment 
for   the    polioy   year   ourrent    upon   said   thirty-first    day   of    Deoember  shall 
have   been  completed. 

This    section   shall    not    apply  to   any   stock   life    insuranoe    oorporation  whio 
on   or    after   the   first    day   of    January,    Nineteen   Hundred   and    Seven,  shall 
transaot    and    shall   represent    itself    as   transacting    its   business   upon   a  non- 
mutual    basis    and    shall    issue    after    said    date    only    non-part ioipat in0  policies 

  and  so  on. 

Section  34*        The    superintendent    of    insurance    shall    annually   mal-ce  valua- 
tions  of    all    outstanding    policies,    additions   thereto,    unpaid    dividends,  and 
all   other   obligations    of    every   life    insuranoe    corporation  doiaj   business  in 
this    state.      All   valuations   made   by   him  or   by   his   authority   shall   be  made 
upon  the    net    premium  basis.      The   legal   ainiaun    standard   for   contracts  issued 
before   the   first    day  ox    January,    liaetsen   Hundred    and    On*,    shall    hm   the  ac- 
tuaries  or   oombmea    experienoe   table   or   mortality  wxtn   interest    at    four  per- 
cent   per    annum,    and    for   oontracts    issued    on   or    after    said   day   shall   be  the 
American   emperience   table    of   mortality   with   interest    at   three    and  one-half 
percent   per   annum;    provided    that    the   legal    minimum   valuation   of    all  contract 
issued    on   or   after   the   first   day   of    January,    Nineteen   Hundred    and  Seven, 
shall   be    in   accordance    with  the    select    and    ultimate   method    and   on  the  basis 
that   the   rate    of    mortality   during   the   first    five    years    after   the    issuance  of 
said   oontracts   respectively   shall   be   oaloulated    according   to   the  following 
percentages   of    the    rates    shown  by  the    American   Experience   Table   of  Mortality 
to  wit 

First  insuranoe  year  — -  50  percent  thereof. 
Second  insuranoe  year  ---  35  percent  thereof. 
Third    insurance    year    75    percent  thereof, 
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Fourth   insuranoe    year    85   peroent  thereof. 

Fifth   insurance    year    95    percent  thereof. 

  and  so  on. 

Section  38,   If    »nV  poli-oy   of    life    insurance  (other 

than   a   term   polioy   for   twenty   years   or    less),    issued   on   or   after  January 
first.    Nineteen   Hundred    and    Seven,    by   any   domestio    life    insurance  corpora- 
tion,   after    beinj    in   force    three    full    years    shall    by    its    terns    lapse    or  be- 
oome    forfeited   by   the    non-payment   of   any   premium   or    any   note    whatever  or 
any   loan  on   such   policy   or   of    any    interest    on   suoh   note   or    loan,    the  reserve 
on   suoh   policy   computed    acoording   to   the    standard    adopted   by   said  company 
in   aooordanoe   with   seotion   eighty-four    of   this   chapter,    together   with  the 
value   of    any  dividend    additions   on   said    polioy,    after   deduoting    any  indebt- 
edness  to   the    company   and   one-fifth  of   the    said    entire    reserve,    or   the  sum 
of   twenty-five   dollars    for   each  one   thousand   dollars    of   the    face   of  said 
policy    is    said    sum    shall    be    more    than   the    said    one-fifth,    shall    upon  demand 
with   surrender   of   the    policy  be    applied    as   a   surrender   value    as    agreed  upon 
in  the    polioy,    provided   that    if    no   other   option  expressed    in  the    policy  be 
availed    of   by   the    owner   thereof,    the    same    shall   be    applied   to   continue  the 
insurance    in  force    at    its   full    amount    inoluding    any   outstanding  dividend 
additions    less    any   outstanding    indebtedness    on  the    policy   so   long    as  suoh 
surrender   value    will    purchase    no n- p ar t i c i p a t i ng   temporary    insurance    at  net 
single    premium   rates   by   the    standard    adopted   by   the    company,    at   the    age  of 
the    insured    at    the   time   of    lapse   or   forfeiture,    provided    in   oase    of    any  en- 
dowment   policy   of    the    sum   applicable   to   the    purchase    of   temporary  insurance 
shall   be    more    than   sufficient    to   continue   the    insurance   to   the    end   of  the 
end   of    the   endowment    term   named    in  the   policy,    the    excess    shall   be    used  to 
purchase    in   the    same    manner    pure    endowment    insurance    apayable    at    the    end  of 
the    endowment    term   named    in  the    policy  on   the   conditions    on   which  the  origi- 
nal   polioy   was    issued  .»..    and    SO  OH. 

Section  90,         No   life    insurance    corporation   doing   business    in  this  state 
shall    make    any  distinction  or   discrimination  between  white    persons    and  color- 
ed   persons,    wholly   or    partially   of    African  descent,    as    to   the    premiums  or 
rates   charged    for    policies   upon  the    lives   of    such   persons,    or   in   any  other 
matter   whatever  and   SO  On. 

Section  92,         No   life    insurance    oompany   doing   business    in   this   state  shall 
within   one    year    after   the    default    in   payment    of    any   premium    installment  or 
interest    deolare   forfeited    or   lapsed,    any   polioy   hereafter   issued   or  renewed 
and    not    issued    upon  the    payment    of    monthly   or   weekly   premiums,    or    unless  the 
same    is    a   term    inauranoe    oontract    for   one    year   or   less    nor    shall    any  suoh 
polioy   be   forfeited,    or    lapsed   by  reason   of    non-payment    when  due    of    any  pre- 
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aium,  required  by  the  terms  of  the  polioy  to  be  paid,  within  one  year  from 
the  failure  to  pay  suoh  premium,  interest  or  installment,  unless  a  written 
or    printed    notice  be    sent    to   the  policyholder.  

.  .  .  ani  so  on. 

New  York  gives  "Standard  Policy  Provisions,"  as  do  many  states,  and 
adds  that  the  parts  of  those  provisions  not  applicable  to  single  premium  and 
non-participating  policies  shall  be  applicable  to  these.  Thereby  is  the  in- 
dustrial policy  given  a  wide  range  of  freedom  in  action  and  provisions. 

?fe>o  Jersey  Insurance  Law, 

ARTICLE   I*        Section  99,       (For   part    applying   to    industrial  policies). 


On   and    after   the   first    day   of    January,    Nineteen    Hundred    and  Sight, 


no 


polioy  of  life  insuranoe  shall  be 
sued  or  delivered  in  this  state  t 
pany,  unless  the  same  shall  oonta 
ing   to   industrial    insuranoe  are) 


THE  PULLMAN  COMPANY 

PASSENGER'S  CHECK 

To  be  retained  by  passenger  to  identify  accommo- 
dations indicated  on  the  accompanying  ticket. 
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risk.  Subject  to  all  other  conditionsstated  on  ticket 
NEW  YORK  to  BUFFALO 


8  Seat 
2i  No... 


ompany   or   be  is- 

r   any   foreign  oom- 

1 

 >ns.  (Those  apply- 
to 


v_  i  .CAR  

Line  No   _  

Third,      A   provision   that    the    oontraot    shall    constitute   the    entire  oontrao 
between   the    two    parties    and    that    after    a    specified    time,    not    later   than  two 
years   from    its   date,    shall   be    incontestable,    except    for    non-payment    of  pre- 
miums   and   for   violations   of    its   express   conditions,    if    any,    relating  to 
hazardous   travel,    residence    or   occupation   in   whioh  oase   the    liability   of  the 
oompany   may  be    limited    to   a   definitely   determinable   reduced    amount,  which 
shall    not   be    less   than  the    full   reserve   for   the    policy   and    any  dividend  addi 
t  ions. 

A  oompany  may  issue  a  special  form  of  policy  on  the  life  of  a  person  em- 
ployed in  an  oooupation  or  residing  in  a  location  classed  by  the  company  as 
hazardous    or    as    liable    to    lead    to    hazardous    employment    or    residence  .... 

  and  so  on. 

Fourth,      A   provision   that    the   contract    shall   oontain  the    entire  oontraot 
between   the  parties. 

Fifth,  A  provision  that  if  the  age  of  the  insured  has  been  understated, 
the  amount  payable  under  the  polioy  shall  be  suoh  as  the  premium  would  have 
purchased    at    the    oorreot  age. 

Seventh,       A   provision   that    in  event    of    default    of    premium   payments  after 
premium   shall    have   been   paid   for   three   years,    shall    secure   to   the   owner  of 
the    policy    a    stipulated    form   of    insuranoe,    the    net    value    of    which   shall  be 
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mium,  required  by  the  terms  of  the  polio j  to  be  paid,  within  one  year  froi 
the  failure  to  p»y  suoh  premium,  interest  or  installment,  unless  a  written 
or    printed    notioe  be    sent    to   the  policyholder  

.  .  .  ani  so  on. 

New  York  gives  "Standard  Policy  Provisions,"  as  do  many  states,  and 
adds  that  the  parts  of  those  provisions  not  applicable  to  single  premium  and 
non-participating  policies  shall  be  applicable  to  these.     Thereby  is  the  in- 
dustrial policy  given  a  wide  range  of  freedom  in  action  and  provisions. 

Hem  Jersey  Insurance  Law. 

ARTICLE   I.        Section  99.       (For   part    applying   to    industrial  policies). 

On   and    after   the   first   day  of    January,    Nineteen   Hundred    and    Sight,  no 
policy   of    life    insuranoe    shall   be    issued   by   any   domestic    company   or   be  is- 
sued  or   delivered    in  this    state   to   any   resident    thereof   by   any   foreign  com- 
pany,   unless    the    same    shall    oontain   the    following    provisions.       (Those  apply- 
ing  to    industrial    insuranoe  are)   


Third. 

A   provision  t 

hat 

the    o  o  nt  r  ao  t 

shall  c 

o  n  3 

t 

it  at  e   the    entire  oontrao 

between  the 

two  parties 

a  nd 

that    after  a 

s  p  e  c  i  f  i 

e  d 

t 

i  me 

,    not    later   than  two 

years  from 

its   date,  sha 

11 

be  incontestab 

1  e  ,    e  x  o 

e  p  t 

for 

non-payment    of  pre- 

m i  urns    and  f 

or  violations 

of 

its    express  o 

o  nd  i  t  i o 

ns  , 

if 

any,    relating  to 

haaardous  t 

ravel,  reside 

nee 

or  occupation 

in  whi 

o  h 

o 

a  s  e 

the    liability   of  the 

oompany  may 

be   limited  t 

o  a 

definitely  de 

t  e r  m  i  na 

b  le 

red 

uced    amount,  which 

shall    not  b 

e    less   than  t 

he 

full    reserve  f 

or  the 

pol  i 

c  y 

and    any  dividend  addi 

t  ions. 


A   oompany   may    issue  a 

spec 

i  a  1 

f ora  of 

pol icy   on  t 

he  1 

ife    of    a   person  em  — 

ployed    in   an  occupation 

or  re 

s  i  d 

i  ng    in  a 

location  cl 

a  s  s  e 

d   by   the    company  as 

hazardous   or   as    liable  t 

o  lea 

d  t 

o  hazardo 

us   e  m pi o  yme 

nt  o 

r   residence    .    .    .  . 

Fourth.      A  provision 

t  hat 

t  he 

contract 

shall   o  o  nt 

a  i  n 

the    entire  oontraot 

between   the  parties. 

Fifth.      A   provision  t 

hat  i 

f  t 

he    age  of 

the    ins  ur e 

d  ha 

s   been  understated, 

the    amount    payable  under 

t  he 

pol 

icy   s  hal 1 

be    suoh  a3 

t  he 

premium   would  have 

purchased    at    the  oorreot 

ag  e  . 

Seventh.       A  provision 

t  hat 

in 

e  v e  nt  of 

default  of 

pre 

mium   payments  after 

premium    shall    have  been 

paid 

f  or 

three  ye 

ars,  shall 

s  e  c  u 

re   to   the   owner  of 

the   policy   a  stipulated 

form 

of 

insurance 

,    the    net  v 

a  1  ue 

of   which   shall  be 

151 

at    least    equal    to   the    entire    reserve    held    by   the    company    on    the  polioy, 
(specifying    the    mortality    rate    and    rate    of    interest    adopted    for  ooaputing 
suoh   reserve),    less    a    speoified    percentage    not    more    than   three    of    the  amount 
insured   by   the    polioy,    inoluding   dividend    additions   thereto,    if    any,  and 
less    any   outstanding    indebtedness   to   the   company   on   the  policy. 

Ninth.      A   provision   that    in   event    of   default    of    premium   payments,  the 
value   of   the    polioy   shall    have   been   applied    to   the    purohase    of   other  insur- 
ance   and    if    suoh   insurance    shall   be    in  foroe,    and   the   original    polioy  shall 
have    not    been    surrendered    to    the    company    and    oanoelled,    the    polioy   may  be 
reinstated    within  three    years   from    suoh  default,    upon   evidence    of  insura- 
bility  satisfactory   to   the   company   and    payment    of    arrears   of    premiums  to- 
gether  with   compound    interest    on   such   premiums    and    on   all    liens,    if  any. 

Tenth,      A   provision  that    when   a   polioy    shall   beoome    a   claim   by  the  death 
of   the    insured    settlement    shall   be    made   either    immediately   upon  or   within  a 
speoified    period    not    more    than   two   months    after   reoeipt    of   due    proof  of 
death. 

This  is  a  typical  illustration  of  state  law  regarding  provisions  of  in- 
surance policies,  relating  to  industrial  insurance. 

Massachusetts  Insurance  Law 

Chapter    118.  (1908,  482) 

Section  71. 

No  life  insurance  company  organized  under  the  laws  of  or  do- 
ing business  in  this  Commonwealth  shall  enter  into  any  contract  of  insurance 
upon  lives  within  this  commonwealth  without  having  previously  made  or  oaused 
to   be    made    a    prescribed    medical    examination   of    the    insured    by   a  registered 

medical    practitioner  and   SO  OH. 

Section   75.      This    section   contains   the    standard    polioy   provisions    in  ef- 
fect   after   January   1,    1908.      The    introduction   of   this    section   reads  that 
policies,    cannot    be   delivered    unless   they   oontain  these    provisions,  "except 
polioies   of    industrial    insurance   when  the    premiums    are   payable    monthly  or 
oftener. " 

Section  76.  Annual  dividends  for  companies  issuing  participating  busines 
are    provided  for. 

( 1908,    166) . 

(1907,    576),    Seotion   80   was    amended    to  read   

....    .      On   policies   of    prudential    or    industrial    insurance  on 

whioh  the    premiums    are    paid   weekly   and    are    not    more   than   fifty   cents  each, 

the    surrender    value    shall    in   all    oases   be    payable    in    cash,    which    shall  be 

a    legal    claim    for    not    more   than   two    years    from   the    date    of    lapse    and    be  pay— 
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able    within    sixty   days    after    the    demand  therefor  

The  taxation  situation  is  in  a  more  deplorable  state  of  affairs  than 
are  the  general  legislative  provisions  at  the  present  time.     The  various 
states  differ  in  the  matter  of  legislation  regarding  the  taxation  of  domes- 
tic and  "foreign"  insurance  corporations.     But  the  one  provision  that  is 
found  in  common  in  all  tne  state  statutes  is  that  a  retaliatory  law  is  in 
effect  "to  the  effect  that  whatever  law  may  exist  in  any  otner  state,  agains 
any  insurance  corporation,  incorporated  under  the  laws  of  this  state,  in  the 
matter  of  taxation,  the  same  law  snail  be  in  effect  in  this  state  against 
that  other  states'  companies  operating  in  this  state." 

Thus  it  is  a  process  of  retaliation,  punishing  the  "foreign"  insurance 
corporations  operating  in  this  state,  at  the  expense  of  the  domestic  insur- 
ance corporations  of  this  state,  doing  business  in  every  other  state.  Cor- 
porations as  a  rule  are  likely  to  suffer  from  this  sort  of  loose  legislation, 

There  are  statutes  providing  for  a 

(1)  General  property  tax, 

(2)  Franchise  tax, 

(3)  "Miscellaneous  taxes", 

(4)  Tax  on  income  from  premiums. 

Again  the  statutes  on  taxation  affecting  industrial  insurance  corporations 
from  the  states  of  New  York,  Massachusetts  and  New  Jersey  have  been  chosen, 
as  these  are  the  representative  states  at  the  present  time  on  this  matter  of 
insurance  companies'  taxation. 

New  York  Tax  Law. 
Article  IX.  Corporation  Tax. 

Section   183.         Insuranoe    or    surety   corporations    are    exempt    froai  the 
Franchise  tsx. 
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39Ction   187.         An    annual    state    tax    for    the    privilege    of    exoroiainj  oorpor 
ata    franchises    or    for    oarryinj    on   buainosa    in   their    oorporato    or  organized 
capacity   within   this    state    equal    to    one    peroent    of    the   ^rosa    amount    of  pre- 
miuma    reoeived    during    the    preoeedin*;    oalendar    year    for   business    done    at  any 
time    in   this    state,    which  Jross    amount    of    premiums    shall    inolude    all  pre- 
miums  reoeived    during    suoh   preceedin^   oalendar    year   on   all    polioies  .... 

.,    and    all    premiums   received   during    suoh   proceeding   calendar  year   

issued   or   delivered    in   all    years   prior   to    suoh  preoeedin^   oalendar  year, 
whether    suoh   premiums    were    in   the    form   of    money,    notes,    credits,    or  any 
other    substitute    for    money,    shall   be   paid    annually    into   the    treasury   of  the 
state   on   or   before   the   first    day   of    June,    by   the    following  corporations, 

(1)  Bvery    domestio    insuranoe  corporation, 

(2)  Svery    insurance    corporation    incorporated    in    any    state    of    the  United 
States, 

(3)  tfivery   insuranoe    corporation   of    any   foreign  country. 

Section  190.         Insurance   companies    (in   Seotion   187)  owning 

any    state    bonds,    shall    have    oredited   to    it    annually   to    apply   on   or    in  lieu 
of    the    payment    of    suoh   tax    an    amount    equal    to    one    percent    per    annum    of  the 
par   value   of    all    such  bonds    of    the    state,    bearing    interest    at    a   rate    not  ex- 
ceeding  three   percent    per   annum  ,    on  the   thirtieth  day  of 

July   prior    to   the    date    when   3uch   tax    shall    become    due    and    payable.       .    .    .  , 

Section  192.       Reports  of  Corporations. 


(5)  Svery  insuranoe  corporation  liable  to  pay  a  tax  under  Seotion  187, 
hall,  on  or  before  March  first  of  each  year  make  a  written  report  of  its 
condition  to  the  comptroller  at  the  close  of  its  business  on  Deoember  thirty 
first  preoeedinj  stating  the  ^ross  amount  of  all  premiums  referred  to  in 
Section  187  of  this  chapter,  received  during  the  proceeding  oalendar  year  on 
business  done  thereby  in  this  state  durinj  the  year  ending  with  such  day  and 
at  all  times  prior  thereto,  whether  the  premiums  were  in  money  or  in  the 
form   of    notes,    credits   or   other    substitutes   for  money. 

From  the  "Taxation  of  Corporations,"  a  report  of  trie  Commissioner  of 
Corporations  on  the  system  of  taxing  manufacturing,  mercantile  and  trans- 
portation corporations,  1910.  The 

New  York  General  Froperty  fax. 

All    corporations,    domestic    and    foreign,    pay   the    general    property   tax  prac 
tically   lixe    individuals,    but    for   local    purposes   only.      Under   this   tax  the 
assessment    of    personal    property    is    based    upon   the    total    assets    of    the  oorpor 
ation   after   deducting    property   exempt   by   law,    (including    shares   of    stock  of 
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other    corporations),    assessed    value    of    the    corporation's    real    estate,  debts 
of    the    corporation,    and    surplus,    if    any,    up    to    ten    peroent    of    the  oapital. 

Stockholders   and   Bondholders,         Bonds    of    domeatio    and    foreign  corporation^ 
are   taxable    for   local    purposes   only    in  the    hands   of    holders,    exoopt  that 
bonds    aeoured    by   real    estate    m  o  r  t  ^  a«J  e  a    upon   whioh   the    recording    tax    is  paid 
are  exempt. 

Foreign  Corporations*        Foreign   corporations,    for   both    state    and  looal 
purposes,    are   taxed    praotioally   like    domestic  corporations. 

Statutes  on  Local  Taxation. 

General  property  Tax.  "All  real  property  within  the  state,  and  all  per- 
sonal property  situated  or  owned  within  the  state,  is  taxable,  unless  exempt 
from    taxation   by  law." 

Real   Estate   Of  Corporations.         Real    estate   of    corporations   liable   to  tax- 
ation  is    assessed    at    actual    value   where    situated,    like    real    estate    of  in- 
dividuals. 

Personal  Property  of  Corporations.       ah  personal  property  of  corporatio 

domestic    and   foreign,    liable   to   taxation,    is    assessed    in   the   tax  district 
where   the   principal    office   of   the   company   is   situated,    and,    if   the  company 
has    no    suoh   office,    then    in  the   tax   district    where    its   operations    are  carrie 
o  n . 

The    taxable    value    of    personal    property    is    determined    under    the  statutory 
provision  thus: 

"The    capital    stock   of    every   company   liable    to   taxation,    except    such  part 
of    it    as    shall    have    been   excepted    in    the    assessment    roll    or    shall    be  exempt 
by   law,    together   with   any    surplus,    profits   or    reserve   funds   exceeding  ten 
percent    of    its    oapital,    after    deduotin^    the    assessed    value    of    its    real  es- 
tate,   and    all    shares    of    stock    in   other    corporations    actually   owned    by  suoh 
company   whioh   are    taxable    upon   their    oapital    stook    under    the    laws    of  this 
state,    shall    be    assessed    at    its    aotual  value." 

Financial  Results  (1909) 

Insurance  taxes  =  $  1,236,973.53 
Insurance    fees      =    *  427,074.40 

The    present    system   of    taxing    corporations    for    local    purposes    bejan  in 
1827.       In   1881   there    was    imposed    also,    an    annual    "franchise    tax"    on  insur- 
ance   companies,    based    on  Oro3s    premiums   or    earnings,    for    business    done  in 
the  state. 
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Massaohuset ts. 

Domestio    corporations    are    taxed    upon   real  eatate. 

General    property   Tax.         The    general    property    provision    in  Massachusetts 
applies    to    corporations    in   the    case    of    real    estate,    but    that  corporations 
are    taxed   only   upon   specif io   olasses   of    personal  property. 

The   theory  b  e  i  n^    that    personal    property   of    citizens    alone    is   taxable,  and 
that    the    personality   of    domestic    corporations    is    reaohed    in   the    tax    on  the 
oapital    stooK,     (corporate  excess). 

Sew  Jersey. 

General  Property  Tax.  All  corporations  are  taxed  locally  for  local  pur- 
poses on  tangible  property  as  are  individuals.  Under  the  general  property 
tax  codified  in  1903,  the  real  and  personal  property  of  foreign  and  domeatio 
corporations  is  taxed  looally  for  local  purposes  like  that  of  individuals; 
and  corporations  are  "regarded  as  residents  and  inhabitants  of  the  taxing 
distriot    where    their   chief   offioe    is  situated." 

Insurance  oompanies  are  specifically  taxed  under  the  particular  provision  i 
of    Sections    17    and    18,    Laws    1903,    Chapter    208,    Article    III,    paragraph  16. 

Insurance    companies    are    not    taxed    on   capital    stocx    under  "miscellaneous 
corporations."      They    are    not    taxed    litce    publio    utility   corporations    but  are 
reaohed    under    a    supplement    of    1892    to   the    Act    of    1884,    General    Statutes  III, 
pp.    3337-3338,    as    supplemented    March    17,    1892,    Section   4.      The    tax    on  these 
oompanies    is    termed    an    annual    fee    or    franchise    tax    and    in    1909    the  insur- 
ance   oompanies    paid    the    state    a    little    over    $    4  3  9,000. 

Thi3    tax    is    one    percent    upon   the    amount    of    surplus    on   the    preceedinj   t hir 
ty-f irst   day   of    Deoember   and   also   thirty-five   o ne - hu nd r e d t hs   of    one  percent 
upon   the    total   Jross    insuranoe    premiums    colleoted   during    the    preoeedin^  year 
The    shares    of    stock    in    insurance    companies    are    no.    taxable    to   the  holders, 
but    their   other    securities    are    so  taxable. 

A   retaliatory    law    ia    in   effeot    in   New    Jersey   to    the    effeot    that  whatever 
law   may   exist    in    any   other    state    against    a    New    Jersey    Insurance    Company  in 
the    matter   of    taxation,    the    same    law   shall   be    in   effect    in   New   Jersey  a^ainsi 
that    other    state's    oompanies    operating    in    New    Jersey,    1906,     (P.    L.    p.  418). 

The  taxation  of  life  insurance  policyholders  is  a  question  that  has  beer 
debated  very  much  in  the  legislative  chambers  of  the  federal  and  state  goverr 
raents  at  various  times,  and  there  is  much  that  could  be  said  on  both  sides 
of  the  question.  It  is  my  purpose  nere  merely  to  outline  briefly  tne  main 
points  of  contention  on  both  sides  of  the  argument. 
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It  is  said  that  life  insurance  is  merely  a  form  of  income  the  same  as 
any  other  and  therefore  shouli  be  taxed  in  this  class  of  incomes.  Farther 
that  an  insurance  corporation  is  li«e  any  other  corporation  and  shouli  be 
taxed  accordingly  by  a 

(1)  General  Property  Tax, 

(2)  Franchise  Tax, 

(5)    Premium  Income  Tax. 

On  the  other  hand,   it  is  said  tnat  in  mutual  companies,  the  companies 
are  nothing  more  than  the  sum  total  of  the  policyholders.     Taxing  the  com- 
pany is  taxing  each  of  the  policyholders  out  of  the  surplus  of  the  company. 
The  first  important  distinction  is  the  fact  that  the  industrial  insurance 
company  is  not  a  company  primarily  for  gain.     It  is  a  provident  institution 
providing  protection  against  the  misfortunes  of  old  age.     It  provides  an  in- 
come to  the  widow  and  tne  orpnan,  when  the  source  of  support  is  removed.  It 
is  an  institution  whose  prime  object  is  to  promote  savings  and  thrift  so 
that  dependency  in  old  age  upon  public  support  may  be  avoided.     It  is  a  vol- 
untary system  of  self-help.     To  tax  this  institution  is  to  take  away  part  of 
the  funds  wnich  are  to  provide  protection  and  tne  self-nelp,  which  will  ren- 
der public  cnarity  unnecessary.     It  is  a  tax  against  thrift,  against  self- 
help  to  avoid  public  aid. 

The  burden  of  taxation  to  tne  insurance  company  in  the  past  years  has 
been  an  ever-increasing  one.     Federal  taxation  is  reducing  yearly  the  bene- 
fits which  should  go  to  the  policyholders  as  the  result  in  the  savings  in 
expenses  brought  about  on  the  part  of  trie  companies  by  strict  economy  and  in- 
sreasing  efficiency  of  office  management.     In  the  last  analysis  the  expenses 
are  paid  by  the  policyholders,  and  consequently  every  increase  in  taxes  means 
an  increase  in  the  cost  of  insurance. 


Taxation  Statistics  of  American  Life  Insurance  Companies.* 
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America  alone,  of  all  the  governments  in  the  world,  so  taxes  life  in- 
surance.    Other  countries  actually  contribute  toward  it  and  instead  we  tax 
it.     American  1 i f 3  insurance  companies  now  pay  over  $  13,000,000  annually. 
The  amount  is  rapidly  increasing.    The  taxes  in  1890  were  about  $  2,000,000; 
now  they  are  over  I  13,000,000.     There  is  not  one  uniform  system  but  43  dif- 
ferent kinds  of  supervision  and  varieties  of  taxes.     It  was  originally  in- 
tended to  pay  only  for  the  supervision  of  the  companies,  but  this  original 
intention  has  since  been  lost  in  the  desire  for  government  funds  and  tne 
place  to  find  them  conveniently.     Senator  Snerraan  of  Illinois  said  in  the 

United  States  Senate , August  27,  1913  that   

"Life  insurance  is  a  protection.     It  is  not  bought  for  primary  gain. 
It  ought  to  be  cheapened  and  made  easier.     Instead  of  laying  burdens  on  it, 
the  government  ought  to  exempt  it  and  the  companies  writing  it  from  taxation 
Life  insurance  is  a  device  by  irhich  such  defaults  may  be  avoided,  a  process 
by  wnich  society  may  be  relieved  of  what  ultimately  may  be  a  public  burden. 
The  difficulty  is  to  appreciate  the  fact  that  in  life  insurance  there  is  as- 
other  great  accumulation  of  securities,  so  wise  in  its  obligation  to  society, 
so  beneficient  in  its  influence  upon  the  family,  so  powerful  in  its  assist- 
ance to  tne  state,  so  destructive  in  its  opposition  to  want,  that  its  appeal 
for  exemption  from  further  taxation,  is  as  much  entitled  to  consideration  in 
this  chamber  as  any  that  can  come  before  a  legislative  body.     Instead  of  be- 
ing further  taxed,   it  ought  to  be  relieved  of  some  of  its  burdens." 

At  the  National  Convention  of  State  Insurance  Commissioners  in  1908,  it 
was  said  that   

"The  State  should  insist  upon  the  faithful  conservation  of  life  insur- 
ance funds  and  their  application  to  their  intended  use.     It  should  be  as  re- 
luctant itself  to  divert  them  from  their  intended  use  as  to  permit  individual 
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to  employ  them  for  political  purposes  or  in  extravagance  of  management . " 

Thus,  is  the  question  presented  at  the  present  time.     There  is  no  im- 
mediate hope  of  relief,   bat  let  as  nope  for  wise  legislation  in  the  futare 
and  that  the  true  purposes  of  life  insurance  and  its  functions  may  be  right- 
ly instilled  in  the  minds  of  our  lawmakers  in  the  future. 
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CHAPTSR  V 

Tub  Economic  and  Social  Valub  op  Industrial  Insurance, 

*    *  * 


Industrial  insurance  as  we  have  seen  is  of  comparatively  modern  origin, 
starting  with  the  Prudential  of  London  in  Great  Britain  in  1334  and  with  the 
Prudential  of  Newark  in  the  United  States  in  1373.  All  forms  of  industrial 
insurance  are,  of  course,  the  result  of  slow  development  of  theory  and  prac- 
tice. When  industrial  insurance  was  in  its  infancy,  its  scientific  princi- 
ples were  well  understood,  but  tne  experience  and  insight  into  the  many  pecu 
liaritiss  of  the  business,  as  applied  to  meet  the  economic  and  social  condi- 
ions  of  the  laboring  classes,  were  still  to  be  learned. 

Industrial  insurance  is  the  outgrowth  of  ages  of  experiments  to  provid 
by  an  effective  and  certain  method,  for  tne  financial  needs  of  the  mass  of 
the  population  at  the  hour  of  misfortune.     For,  then  it  is,  that  expenses 
are  very  high.     There  is  a  sudden  call  for  one  slender  savings,  the  result 
of  years  of  abstinence;   or  else,  tne  alternative  of  charity.     Death  is  an 
ever-present  contingency. 

Industrial  insurance  is  so  called  because  it  was  designed  -do  meet  the 
needs  of  the  laboring  olasses  in  the  manufacturing  districts.  The  system  is 
sufficiently  elastic  to  meet  the  needs  and  requirements  of  tne  various  class 
es  of  workmen  and  laborers  in  general.  Weekly  payments  are  adapted  to  weekl 
wages.  The  development  of  industrial-  insurance  was  the  result  of  the  econom 
ic  tendencies  toward  a  higher  degree  of  efficiency  and  security  in  social  an 
economic  institutions.  The  field  of  operation  has  been  continually  growing 
/rider,  as  the  age  range  has  been  widened.     New  territory  has  been  taken  into 
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the  industrial  field  and  tne  insurance  has  been  continually  growing  less  ex- 
pensive in  tne  matter  of  payments  or  else  in  increased  Denefits,  when  the 
experience  of  tne  companies  has  shown  that  tnis  course  was  a  safe  and  relia- 
ble one  to  pursue. 

Industrial  insuranee  occupies  a  distinct  place  in  practical  economies. 
There  is  a  distinction  between  social  and  private  wealth  and  "the  result  of 
material  wealth  depends  upon  causes  far  deeper  and  more  profound  than  those 
that  the  statesman  can  control,"  said  President  rtadley.     In  insurance  we 
have  many  billions  of  accumulated  funds,  as  security  for  the  faithful  dis- 
charge of  obligations  and  in  addition  a  vast  amount  of  economic  security  re- 
sulting from  the  successful  elimination  of  a  risk  inherent  in  the  uncertain- 
ty of  life. 

Industrial  life  insurance  is  social  wealth.     Security  and  the  institu- 
tion of  private  property  are  of  suoremem  importance,  to  render  possible  the 

progress,    social,  moral,  and  economic,    of  the  race.     A  vast  amount 

of  poverty  is  avoidable  by  systematic  saving  and  insurance. 

The  place  of  life  insurance  in  social  economics  is  important.     The  ac- 
cumulation of  capital,  the  struggle  of  the  masses  for  property  and  economic 
independence;  the  possibility  of  a  more  equitable  and  general  distribution 
of  wealth,  says  Mr.  Jonn  F1.  Dryden,  are  all  problems  which  rest  fundamental- 
ly upon  the  power  and  habits  of  tne  people  to  save.     Bat  saving  habits  are 
difficult  to  acquire  and  savings  ban*  funds  are  only  about  one-half  the  re- 
sult of  the  saving  of  the  poorer  classes;  the  remainder  of  tne  deposits  be- 
long to  the  relatively  well  to  do.     Tnus  we  see  tnat  industrial  insurance 
serves  both  an  economic  and  social  purpose.    Three  things  nave  been  emphasiz- 
ed above  all  else  in  the  ideals  of  industrial  insurance,    security,  Stab- 
ility and  permanency. 
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Industrial  insuranee  is  an  institution  exerting  its  influence  and  power 
in  the  direction  of  social  betterment.     For  this  reason  the  industrial  in- 
surance companies  should  co-operate  with  the  various  forms  of  charitable  in- 
stitutions in  xheir  common  work  of  bettering  the  worker's  condition.  Tneir 
fields  do  not  conflict  in  any  way;   in  fact,  each  of  tnem  has  a  distinct  work 
to  perform.    The  charitable  workers  reach  the  very  poor  and  destitute  in  our 
large  cities.     This  is  the  distinct  field  of  the  charitably  and  philant hropi 
cally  inclined.     On  the  other  hand,  the  industrial  insurance  company  reaches 
the  somewhat  higher  strata  of  the  poorer  classes;  those  tnat  are  able  to 
"make  ends  meet."    The  industrial  companies  must  of  necessity  operate  among 
this  class,  because  the  extremely  poor  are  unable  to  pay  the  premiums.  Fur- 
ther, their  mortality  rates  are  much  higher  tnan  are  those  of  the  better 
classes  of  workers,  making  them  unlesirable  risKs  in  this  respect. 

The  conclusion  that  industrial  insurance  meets  a  real  need  and  satis- 
fies a  real  demand  of  the  working  classes  for  insurance  finds  strong  support 
in  the  stupendous  growth  of  the  business.     The  system  must  meet  an  actual 
want  for  small  insurances  based  upon  the  needs  of  these  people  and  adapted 
to  their  requirements.     The  business  originated  among  the  working  classes  of 
Sngland,  where  the  business  has  since  grown  to  a  marvelous  size  and  strength. 
Industrial  insurance  has  grown  in  this  manner  due  to  the  fact  that  it  furnish- 
es family  insurance. 

The  real  demand  for  industrial  insurance  was  shown  in  another  respect: 
in  the  widespread  demani  for  children's  insurance,  especially  in  England, 
when  the  industrial  insurance  system  was  yet  a  new  one.     This  was  amply 
demonstrated  by  the  Prudential  agent's  experience  in  regard  to  children's 
insurance,  which  later,  led  to  the  adoption  of  this  plan  by  the  Prudential 
Company  of  London.     Silver  since  its  start,   it  has  been  one  of  the  fundamental 
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branches  of  industrial  business  and  has  been  one  of  tne  ohief  oaasas  for  the 
suooess  of  the  business  among  the  families  of  the  working  classes.  Insur- 
ance for  every  member  of  the  laborer's  home  is  the  desirable  condition. 
This  is  true  from  the  standpoint  of  the  risk,  eliminated  by  insurance,  if 
for  no  other  reason.     Salesmanship  might  create  a  temporary  demand  for  indus 
trial  insurance;   it  would,  however,  hardly  be  a  permanent  and  growing  demand 
such  as  in  reality  exists. 

Industrial  insurance  has  taught  the  doctrine  of  self-help.    It  is  vol- 
untary thrift.    The  laborer  puts  himself  on  a  plane  of  relative  economic  se- 
curity, of  his  own  free  will.     No  government  or  private  individual  nas  thrus' 
this  upon  him.    This  is  the  cnief  difference  between  voluntary  insurance  and 
government  compulsory  insurance.     Compulsory  insurance,  as  we  have  said,  is 
not  insurance  at  all;   it  is  merely  a  form  of  government  liability  and  work- 
men's life  compensation.     Industrial  insurance  is  a  very  powerful  agent  for 
the  encouragement  of  saving  and  thrift.     Communities  where  industrial  insur- 
ance is  the  most  widespread,  are  those  communities  where  building  and  loan 
associations  are  not  numerous;  wnere  the  general  working  population  are  the 
most  thrifty  and  in  the  best  ec  onomic  condition.    Dayton,  Ohio,  is  an  exam- 
ple of  a  city  where  industrial  insurance  has  a  very  strong  foothold.     It  is 
also  a  city  noted    for  the  large  number  of  Building  and  Loans  Associations 
per  capita  of  population;  Philadelphia,  Pennsylvania,   is  another  striking 
example  in  this  respect.     Newark,  New  Jersey,   has  more  industrial  policies 
in  force  than  there  are  people  in  the  municipality  and  it  is  a  city  in  which 
the  conditions  of  the  workmen  and  their  habits  of  thrift  are  most  encouras- 
ing. 

One  work  that  the  industrial  insurance  company  performs  is  that  of  edu- 
cating the  people  to  the  true  benefits  of  sound  life  insurance;  often  tne 
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possession  of  an  industrial  policy  leads  to  the  later  taking  oat  of  an  ord- 
inary policy.     Of  the  ordinary  insurance  in  force  in  the  United  States  in 
1910,  13.4  percent  was  with  companies  transacting  industrial  insurance, 

Prom  the  1914  Year  Book   

The  amount  of  new  ordinary  business  written  by  247  life  insurance  companies 
in  the  United  States  in  1913  was  $  2,654,731,695.  Tne  amount  of  ordinary 
business  written  by  22  industrial  insurance  companies  in  the  United  States 
for  the  same  year  was  $  479,132,725.  The  percentage  of  total  ordinary  busi- 
ness written  by  industrial  companies,  compared  with  the  total  amount  written 
was  17.782  percent. 

Computed  from  the  incomplete  returns  published  in  the  Spectator  for 
April  3,  1915,  the  percentage  of  total  ordinary  business  written  by  fifteen 
industrial  companies,  compared  with  the  total  amount  written  by  227  companie 
was  19.0517  percent. 

A  large  percentage  of  the  ordinary  business  written  by  tne  industrial 
companies  is  written  among  the  laboring  class,  —  an  element  of  the  popula- 
tion not  reached  by  tne  ordinary  insurance  companies. 

Another  direct  way  in  wnicn  the  industrial  insurance  idea  has  directly 
benefited  society  has  been  the  lessening  of  pauperism  in  our  great  cities. 
Its  tendency  is  to  encourage  savings;  more  regular  habits  of  living  and  great 
er  care  of  one's  self.     Pauper  burials  in  our  large  cities  have  been  decreas 
ing  proportionately  the  last  forty  years.     This  is  true  even  when  many  in- 
fluences are  working  in  the  opposite  direction.     Immigration  has  been  on  the 
steady  increase,  and  it  is  a  very  strong  factor  in  the  production  of  pauper 
burials.     The  problems  of  our  slums  are  ever  becoming  increasingly  difficult. 
With  all  this,  Mr.  Hoffman  has  submitted  statistics  showing  the  exact  number 
of  deaths  per  10,000  population  of  pauper  burials  since  1370  for  our  large 
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Amerioan  oities. 

In  1370    23* 7  pauper  burials  per  10,000  pop. 

Between  1331  and  1335    17.4  pauper  burials  per  10,000  pop. 

Between  1391  ani  1895    15.5  pauper  burials  per  10,000  pop. 

Between  1397  and  1901    11.3  pauper  burials  per  10,000  pop. 

Between  1906  and  1910    10.4  pauper  burials  per  10,000  pop. 

This  data  shows  a  very  desirable  tendency  in  the  economic  and  social  condi- 
tions of  the  American  people.     Thus  the  relative  number  of  pauper  burials 
has  been  materially  lessened  in  the  last  forty  years.     The  poor  have  a  very 
great  abhorrence  for  a  pauper  burial.     The  primary  function  of  industrial  in 
surance  is  to  provide  against  pauper  burials,  and  to  check  the  growing  de- 
mands on  public  and  private  charity.     The  average  cost  of  a  pauper  burial  is 
3  7.00,  so  that  the  saving  to  American  cities  in  1903  alone  was  estimated  to 
be  over  $  150,000  due  in  part  to  the  effects  of  industrial  insurance.  This 
is  only  a  fraction  of  the  actual  diminuLion  of  public  burdens  which  insur- 
ance lessens  in  the  American  community  of  today.     Large  sums  are  returned  to 
the  policyholders  yearly  in  tne  form  of  death  claims.     Very  often  a  sum  re- 
mains after  the  funeral  expenses  and  doctor's  bills  are  paid,  for  the  family 
to  make  a  start  again.     This  was  the  primary  intent  and  purpose  of  the  new 
"weekly-income  policy"  designed  to  tide  the  family  over  the  first  "no-income' 
period  and  to  be  used  in  connection  with  the  whole  life  policy;  the  two  forms 
fitting  together  and  forming  a  very  desirable  projection.    Public  sentiment 
at  the  present  time  seems  more  favorably  disposed  toward  the  work  of  indus- 
trial insurance  companies  than  it  has  ever  been  in  the  past.     And  with  public 
sentiment  bac*  of  the  enterprise,   it  is  almost  sure  to  succeed.     In  fact,  in- 
dustrial insurance  is  becoming  an  important  element  in  the  domestic  economy 
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of  the  laboring;  classes. 

The  industrial  insurance  companies  have  carried  on  an  extensive  educa- 
tional campaign  in  the  forms  of  pamphlets  and  descriptive  literature.  The 
training  in  saving  and  habits  of  thrift  that  the  payment  of  the  weekly  in- 
surance premium  gives  to  the  young  person  and  the  advantages  of  having  a 
preliminary  training  in  the  smaller  insurances  leading  to  the  larger  ordin- 
ary forms  in  later  life  is  quite  a  desirable  feature  in  the  education  of  the 
child. 

The  leaflets  of  most  importance  which  are  issued  by  the  companies  and 
the  educational  work:  which  they  do  of  most  importance  socially,   is  the  vigor 
ous  campaign  against  disease.     Of  course,   it  is  to  their  direct  financial 
advantage  to  prolong  the  lives  of  their  risks;   but  the  companies  do  an  im- 
mense amount  of  good  by  sending  out  and  spreading  broadcast  instructive, 
beneficial  literature  and  advice  about  the  correct  sanitary  conditions,  whic 
are  so  desirable.     Furtner,  tnese  pamphlets  instruct  in  the  care  to  be  taken 
with  one's  self  against  infectuous  and  contagious  diseases.     These  are  desisi 
ed  to  raise  the  standards  and  ideals  of  the  laboring  classes  and  to  reach 
far  beyond  the  limits  of  the  policyholders,  themselves. 

Professor  Charles  R.  Henderson  of  the  University  of  Chicago,  in  his 
book  on  "Industrial  Insurance"  discusses  the  extent  and  nature  of  the  "De- 
mand for  a  social  policy  of  Industrial  Insurance  in  the  United  States."  'de 
says  that   

(1)  The  economic  condition  of  the  wage-earners  calls  for  insurance 

as  a  necessary  part  of  their -protection  against  dependence  and  suf- 
fering.    The  great  principle  of  distribution  of  risk  among  many  is 
involved.     Let  society  as  a  great  wnole  take  the  individual's  risk. 
k  greater  degree  of  equilibrium  and  safety  and  security  is  thus  ac- 


quired.     Industrial  insurance  is  not  intended  for  defectives  and 
paupers  and  to  these  it  is  entirely  inapplicable.     It  is  tne  class 
of  people  tnat  are  wage-earners  and  that  still  manage  to  "make  ends 
meet"  that  are  the  industrial  insurance  policyholders,  and  not  the 
defectives  and  delinquents  who  are  the  ones  that  are  dependent  on 
charity  and  public  philanthropy.     It  does  not  prevent  poor-houses 
or  do  away  witn  the  necessity  of  a  public  alms  and  beneficience  but 
it  does  tend  to  lessen  to  a  large  extent  the  number  of  people  who 
would  find  their  way  to  these  institutions  were  it  not  for  the  sys 
tern  of  industrial  insurance  that  comes  to  the  rescue  in  the  hour  of 
greatest  need. 

In  the  average  workingman's  family  there  is  a  narrow  margin  of 
safety  between  income  and  subsistence.     The  average  is  perhaps  lit 
tie  above  the  living  wage;   in  the  sense  of  a  decent  standard  of  liv 
ing.     A  few  «ee*s  of  sickness  or  incapacity  and  the  meagre  reserve 
is  consumed.     Tne  statistics  of  charity  fully  justify  this  state- 
ment. 

(2)        There  is  a  marked  tendency  in  all  modern  countries  to  form  a 

group  of  families  dependent  on  wages  for  their  living,  with  all  the 
resulting  evils.    Professional  men  and  otners  in  the  higner  strata 
of  society  find  tnemselves  after  a  certain  number  of  years  economi 
cally  independent.     Not  so  with  the  wage  worker.     The  accumulation 
of  a  fund  which  will  provide  income  in  emergencies  is  a  long  and 
painful  process  and  thus  the  only  reliable  process  and  metnod  of  pro 
viding  surely  and  at  the  beginning  of  need  for  emergencies  is  in- 
surance, 

fo  the  worker  this  means  industrial  insurance  as  he  cannot  afford  the  ordi- 
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nary  forms. 

The  social  and  economic  advantages  of  industrial  insurance  and  its 
real  value  and  utility  to  society  nas  at  times  been  seriously  questioned  by 
certain  well-meaning  writers,  wrio  nave  not  been  fully  acquainted  with  the 
facts  regarding  the  situation. 

Reference  is  again  made  to  Professor  Henderson's  book  on  "Industrial 
Insurance"  in  his  discussion  on  industrial  insurance  as  practiced  by  private 
insurance  companies. 

The  main  points  of  view  and  ideas  that  he  brings  out  in  tnat  chapter 
are  the  following.     These  are  cited  because  they  represent  accurately  the 
main  points  of  argument  against  the  social  and  economic  value  of  industrial 
insurance,  as  emphasized  by  the  leading  writers  opposed  to  the  system.  Fro- 
fessor  Henderson  states  in  substance   

The  purpose  of  private  insurance  companies  is  profit.     The  business  has 
grown  to  be  of  immense  proportions  in  the  last  few  years  and  the  burden  of 
this  immense  business  is  borne  by  the  wage-earners,  and  by  those  especially 
wnose  wages  are  very  low.     The  ratio  of  cost  of  administration  to  income  in 
1399  was  almost  40  percent. 

These  statements  of  Frofessor  Henderson  are  doubtless  written  with  an 
honest  belief  that  such  was  really  the  case.     Most  of  the  statements  are  not 
based  on  a  knowledge  of  the  true  situation. 

In  the  first  place,  industrial  insurance  companies  are  not  in  the  busi- 
ness primarily  for  profits,  gven  if  thsy  were,  the  actual  profits  which  the 
stockholders  receive  are  so  very  small  compared  with  the  volume  of  the  busi- 
ness that  they  are  in  truth  almost  negligible.  In  the  two  largest  companies 
operating  in  the  United  States  today,  the  capitalization  of  each  is 
$  2,000,000.     The  stockdolders  of  each  are  limited  to  seven  percent  on  the 
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capital  stock  or  only  $  140,000  in  each  company.     Five  percent  of  this  is 
made  from  investments;  the  remaining  two  percent  only  or  $  40,000  is  all 
that  goes  to  the  stockholders  of  each  company  oat  of  the  so-called  and  com- 
monly supposed  "immense  profits"  accruing  from  the  business.     He  furtner 
states  that  the  burden  of  this  enormous  business  is  borne  by  the  wage-earner  ; 
and  he  forgets  to  add  tnat  they  also  are  the  ones  that  receive  the  benefits 
of  tne  business  as  well.     The  Prudential  Insurance  Company  of  Newark  became 
a  mutual  company  on  January  first  of  this  year.    The  Metropolitan  of  New 
York  is  likewise  taking  steps  for  mut uali zat ion.     The  John  Hancock  of  Boston 
has  long  been  a  mutual  company.     Thus  we  see,  the  profits  of  tne  business 
are  clearly  not  very  large.    Besides,  in  the  mutual  form  of  organization, 
the  whole  profits  and  savings  of  the  company  accrue  to  the  policyholders  and 
to  no  one  else.     Further  the  expense  rate  nas  been  decreasing  steadily  every 
year. 

There  is  one  very  essential  feature  of  industrial  insurance  that  must 
not  be  overlooked  in  this  connection  and  that  is  the  fact  that  in  industrial 
insurance,  the  policyholder  pays  for  conuenience  as  well  as  for  protection. 
Large  agency  forces  are  necessary  for  the  success  of  the  business.  The 
field  force,  of  course,  has  two  fundamental  duties  to  perform, 

(1)  Collect  premiums  on  insurance, 

(2)  Solicit  new  business. 

It  has  been  shown,  in  a  previous  cnapter  that  a  large  amount  of  clerical 
work  and  office  detail  is  necessary  in  the  conducting  a  business  like  indus- 
trial insurance,  where  weekly,  millions  of  transactions  are  carried  on  witn 
policyholders  scattered  all  over  the  United  States  and  Canada.     Then,  too, 
industrial  mortality  is  neavier  than  ordinary  mortality. 

Further,   it  may  be  said  in  reply  to  certain  critics  that  industrial  in- 
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suranoe  companies  really  do  offer  advantages  to  low-paid  workmen.  Insurance 
is  an  economic  necessity  to  this  class  of  people  living  continually  up  to 
their  income.     The  public  will  not  voluntarily  insure  their  lives.     It  is  a 
strange  coincidence  of  human  nature  that  the  public  will  insure  their  proper- 
ty, in  fact  hunt  up  the  offices  of  the  fire  underwriters  that  they  may  in- 
sure their  homes  and  yet  the  public  must  be  solicited  to  take  life  insurance 
and  often  the  very  best  solicitors  fail  to  get  the  applications.     Thus  we 
see,  that  it  is  because  of  this  lethargy  of  the  public  mind  in  regard  to  the 
advantages  and  necessity  of  life  insurance,  that  large  agency  forces  are 
necessary.     Life  insurance  without  the  agent  has  not  been  successful  thus 
far,   in  the  numerous  attempts  when  it  has  been  tried  in  England  and  the 
United  States.     It  would  probably  be  generally  admitted,  even  by  the  critics 
of  industrial  insurance,  themselves,  that  it  assists  in  giving  a  greater  de- 
cree of  economic  security  to  a  family  and  that  it  further  fosters  thriftful 
habits,  which  are  not  insignificant  advantages.     rVe  have  seen  that  pauper 
burials  have  been  reduced  in  numbers  and  that  a  rational  system  of  education 
in  regard  to  health  and  hygiene  nas  been  carried  on  in  the  large  cities  and 
industrial  centers  of  the  country. 

But,  says  Professor  Henderson,   

gas  not  all  tnis  been  purchased  at  too  great  a  price?     Is  not  a  more  econom- 
ical system  possible?    Premiums  are  relatively  high  and  benefits  extremely 
low.     Wage-earners  get  small  returns  for  a  large  sacrifice.     In  36  percent 
of  the  cases  of  claims  paid,  the  sickness  and  burial  expenses  exceeded  the 
amount  of  benefits  paid.     Private  industrial  insurance  companies  have  found 
tnat  sickness  and  accident  insurance  has  not  been  practical.  Therefore 
Professor  Henderson  concludes  that  private  industrial  insurance  companies 
are  restricted  to  a  very  limited  field  of  industrial  insurance;  that  they 
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render  a  necessary  service  at  enormous  and  burdensome  cost,  and  that  this 
cost  is  so  heavy  as  to  hinder  both  savings  and  insurance  of  a  desirable  kind 

On  the  average  the  charge  for  regular  industrial  insurance  is  at  least 
75  percent  higher  than  for  ordinary  insurance.*    "If  the  amounts  collected 
for  premiums  from  the  regular  industrial  policynolders  ($  3o4, 059.61)  could 
have  been  paid  in  annual  payments  and  could  have  purchased  insurance  at  the 
rates  charged  by  the  ordinary  companies  ($40,250,277)  would  have  been  secur- 
ed by  trie  industrial  policyholders  instead  of  (3  23,000,130),  the  amount 
actually  secured  under  the  industrial  plan.     This  represents  an  apparent 
loss  in  insurance  protection  to  the  industrial  policyholders  of  (17,250,147) 
or,   if  it  be  measured  in  premium  payments,  an  apparent  loss  of  over  $  370,00' 
upon  premium  payments  of  the  year." 

It  is  true  that  $  370,000  out  of  $  364,000  would  be  lost  for  protection; 

but  Professor  Henderson  seems  to  forget  tne  fact  that  this  added  amount  is 

a  payment  for  service  rendered  and  accomodation  received.     The  poor  classes 

need  insurance  and  this  has  been  the  only  practical  metnod  thus  far  evolved 

of  giving  them  what  they  need  and  wnat  they  want.     He  says  that  "these  facts 

illustrate,  that  the  smaller  the  earning  power  of  a  wage-earner,  the  smaller 

also  is  the  purchasing  power  of  each  of  his  dollars." 

This  statement  is  further  added  that  the  chief  causes  of  extravagant 
premiums  to  the  poor  are   

(a)  The  unfair  part  of  the  receipts  from  premiums  and  interest  which 
is  kept  by  the  chief  officers  of  the  companies  from  the  dividends 
of  the  insured. 

(b)  The  excessively  high  salaries  of  the  officers  of  the  administra- 
tion. 


*C.    R.    Henderson,    "Industrial    Insurance,"    Private  Companies. 
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(c)  The  fees  to  agents  for  soliciting  insurance  under  the  weekly 

collection  plan. 

Professor  Henderson  states  that  tne  method  of  coirpensat ion  to  agents 
is  by  far  the  most  important  cause  of  waste  of  the  contributions  of  low-paid 
workingmen. 

This  criticism,  to  say  the  least,  is  not  valid  in  the  light  of  the 
facts  concerning  agents'  compensation.    Let  as  take  as  an  example,  the  rate 
of  commissions  of  one  of  ths  largest  industrial  insurance  companies  in  the 
United  States  today,  as  they  are  in  force  at  this  present  moment.  Indus- 
trial insurance  commissions  to  agents  in  the  Prudential  are 

15  times           first  year  of  service, 

16  times           second  year  of  service, 

17  times           third  year  of  service, 

13  times           fourth  year  of  service, 

19  times           fiftn  year  of  service, 

20  times           after  the  fifth  year  of  service. 

iVhat  is  meant  by  this  table  is  that,  when  an  agent  writes  a  five  cent  indus- 
trial policy  he  is  paid  fifteen  times  fi«e  cents  or  seventy-five  cents  for 
writing  it,  during  his  first  year  of  service  with  the  company;   sixteen  times 
the  second  year,  and  so  on.     Agents  as  a  rule  are  underpaid*     This  has  even 
been  admitted  by  leading  insurance  officers  themselves.     Tney  do  not  receive 
a  fair  salary  for  the  amount  of  ability  and  hard  work,  required  in  the  daily 
conducting  of  tneir  business.     But  the  most  important  feature  negating  Profes- 
sor Henderson's  view  is  the  fact  that  agents  are  paid  on  increase  only.  Thus 
for  a  very  large  amount  of  tne  business  they  write,  they  receive  nothing,  be- 
3ause  it  is  counted  a  mere  offset  against  lapses.     Agents  are  required  to 
30ver  all  lapses  with  an  equal  amount  of  new  business  before  they  receive  an</ 
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commission. 

The  statement  is  farther  made  that  "if  we  are  ever  to  place  the  busines  j 
of  industrial  insurance  ona    fair  and  economic  basis,  the  agent  must  be  dis- 
missed. " 

Thus  far  no  attempt  at  industrial  life  insurance  without  the  agent  ha3 
been  a  success.     The  most  notable  failure  perhaps  was  the  attempt  of  the 
British  3overnment  under  the  encouragement  of  Gladstone,  to  carry  on  an  in- 
dustrial insurance  business  througn  the  post  offices.     There  have  also  been 
many  private  attempts.     In  the  United  States,  the  Massachusetts  savings  bank 
plan  provides  for  an  insurance  department  in  eacn  savings  bank.     The  scheme 
is  practically  a  failure.    The  public  does  not  respond  as  was  hoped.  Suoh 
being  tne  case,  the  only  practical  metnod  thus  far  evolved  nas  been  the  one 
adopted  and  in  use  by  the  private  industrial  insurance  companies.  Perhaps 
the  thing  tnat  is  most  to  be  desired  is  tnat  the  general  insuring  public  and 
especially  the  insuring  class  of  tne  wording nen  and  families  may  be  educated 
in  the  true  and  correct  principles  of  insurance;   its  real  oenefits  and  ad- 
vantages.    I\  is  in  this  direetion  that  the  future  hope  of  improvement  in 
the  industrial  insurance  system  lies.     Tne  industrial  classes  have  the  power 
to  lower  the  present  expense  ratios,   if  they  will.     But  tnis  can  only  be 
done  by  the  public  voluntarily  seeking  its  own  insurance  and  then,  voluntar- 
ily paying  its  premiums  as  they  fall  3ue. 

Frederick  L.  Hoffman,   in  an  address  on  "Industrial  Insurance"  at  the 
?ifth  International  Congress  of  4ctuaries  at  Berlin  in  1906,  said   

"The  social  utility  of  industrial,  insurance  has  never  be3n  questioned 
by  any  one  familiar  with  the  conditions  of  life  of  the  masses  and  a  more  or 
less  adequate  protection  against  possible  contingencies,  such  as  accident, 
death,  sic<ness,  and  so  on.     Industrial  insurance  offer3  no  panacea  for  tne 

 _____ 
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social  ills  of  mankind  or  the  economic  insecurity  resulting  from  oroverty, 
bit  it  meets  a  specific  need  in  a  specific  way  and  at  a  specific  cost  with 
absolute  certainty  and  to  this  is  due  chiefly  and  primarily  the  success  wnic 
stamps  industrial  insurance  as  the  most  provident  institution  in  the  world." 

To  my  mind  Mr.  Hoffman  struck  the  <eynote  of  tne  whole  situation.  In- 
dustrial insurance  is  not  perfect  by  any  means,  but  it  is  one  of  the  bast, 
forms  of  amelioration  and  protection  for  tne  working  classes  wnich  has  as 
yet  been  devised.     <Vhen  plans  for  sickness  insurance;  wor^in^men's  compensa- 
tion and  old  a^e  pensions  become  more  secure  and  stable,  we  shall  probably 
see  clearer  tne  influence  of  industrial  insurance  as  a  factor  in  the  promo- 
tion of  the  welfare  of  the  laooring  classes. 
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CH4PTSR  VI 

CONTROVSRSI AL  POINT3   OP    INDUSTRIAL  INSURANCE. 

*      *  * 

There  nave  been  ani  triers  are  now  ,nany  points  of  controversy  regarding 
tne  systeiii  of  industrial  insurance;   its  provisions,  practices  and  experience 
These  nave  attracted  much  attention  through  legislative  investigations  and 
the  claims  of  many  misinformed  persons.     Attacks  on  the  business  have  been 
of  value  to  its  ultimate  success,  because  criticism  must  be  satisfactorily 
answered  before  puolic  sentiment  can  be  turned  in  its  favor. 

Mr.  Frederick  L.  Hoffman  (in  his  report  on  "Industrial  Insurance  in  the 
United  States"  at  tne  Fifth  International  Congress  of  Actuaries  in  Berlin, 
1936)  gave  a  very  comprehensive  list  of  attacks  on  the  business,  concerning 
which  there  was  no  longer  any  disagreement.    He  included  anot ner  list,  the 
arguments  of  which  are  still  effective  and  ised  by  eminent  writers  on  tne 
subject.     There  is  no  longer  any  disagreement  on  the  following  points   

(1)  Industrial  insurance  meets  most  effectively  an  important  social 
need;  the  payment  of  a  sun  certain  on  the  event  of  death  to  provide 
for  funeral  expenses  and  the  costs  of  tne  last  illness,  or  immedi- 
ate financial  needs. 

(2)  Industrial  insurance  companies  are  of  tne  most  solvent  and  se- 
cure financial  institutions.     In  the  history  of  the  business,  no 
company  transacting  legal  reserve  business  has  failed  or  been  a 
cause  of  loss  or  disappointment  to  the  policyholders. 

(3)  Industrial  companies  deal  fairly  and  irith  a  spirit  of  exception- 
al liberality.     The  policies  are  simple  contracts  and  are  easy  to 
understand.    Litigation  is  now  very  rare;  every  effort  is  made  to 
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prevent  lapses;  ani  revivals  are  made  easy.  Claims  are  paid  prompt 
ly  ani  iith  dispatch,  (of  course  the  necessary  precautions  are  tak- 
en against  fraud  ani  when  this  is  done,  the  claim  is  paii  as  soon 
as  it  is  physically  possible  to  get  a  representative  of  tne  company 
upon  the  scene). 

(4)  Public  burdens  have  been  materially  lessened  and  pauper  burials 

have  been  considerably  reduced  in  our  large  cities,  by  this  method 
of  family  protection.     3eneral  habits  of  thrift  and  saving  are 
taught  and  much  good  is  accomplished  by  the  widespread  system  of 
educational  literature  on  matters  of  health  ani  hygiene,  sent  broad 
cast  by  the  large  companies.    Premiums  are  deductions  from  the  lux- 
uries and  not  from  the  necessities  of  life. 
(3)  There  is  no  proof  that  industrial  life  insurance  is  contrary  to 

public  welfare  or  is  the  cause  of  crime  in  any  way.     On  the  contrar 
it  encourages  tne  highest  form  of  altruism  and  thrift  and  discour- 
ages vices  of  ail  sorts. 
(6)  It  is  the  most  effective  and  widely  diffused  education  in  safe 

and  economical  life  insurance.    The  hignest  mission  of  industrial 
insurance  is  to  spread  the  pospel  of  life  insurance  among  the  masse 
and  make  it  a  universal  provident  institution. 
Hlven  the  most  bitter  opponents  of  the  system  of  iniustrial  insurance  have 
acknowledged  the  truth  and  valiiity  of  tnose  statements.     It  now  remains  to 
show  the  chief  points  of  contention  at  the  present  time  ani  to  learn  the 
truth  regarding  these  contentions. 

The  chief  points  of  controversy  are  at  present   

(1)  Tnat  premium  charges  are  too  nigh.     They  compare  unfavorably 

witn  ordinary  ani  fraternal  assessment  rates  and  in  return  the  bene 
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fits  are  lower  than  would  make  trie  business  conform  to  a  reasonable 
standard  of  social  efficiency. 

(2)  The  methods  of  management  are  neitner  economical  nor  adjusted  to 
the  needs  of  the  policyholders,  who  are  generally  poor.    The  employ 
ment  of  agents  is  a  needless  expenditure;   in  fact  more  or  less  ex- 
travagant and  increases  unnecessarily  the  cost  of  insurance  protec- 
tion. 

(3)  Lapses  or  voluntary  surrenders  are  all  out  of  proportion  to  the 
amount  of  new  insurance  written.     The  lapse  rate  is  exceedingly 
large  during  the  first  three  years.     These  lapses  are  due  chiefly 
to  over  pressure  and  rapid  growth;  the  resulting  loss  to  policyhol- 
ders is  very  great,  even  though  small  in  individual  cases. 

(4)  Paid-up  and  cash  surrender  values  are  entirely  too  low.  Three 
to  five  years  is  too  long  in  which  to  begin  giving  surrender  values 
Lapses  should  never  involve  a  total  loss  to  policyholders  aside 
from  temporary  protection.     Surrender  values  should  be  in  cash  and 
paid-up  should  be  given  after  a  one  year  policy  duration.  Surren- 
der values  snould  be  much  larger  and  available  much  sooner  than  at 
present  is  the  case. 

(5)  Policyholders  do  not  participate  in  the  profits  as  much  as  they 
should.     Dividends  that  are  now  voluntary  should  be  made  compulsory 
and  paid  annually  instead  of  at  longer  periods;  and  they  should  be 
in  cash. 

(6)  The  compensation  of  agents  is  too  low  in  individual  cases,  while 
it  is  too  large  in  the  aggregate.  Agents  should  not  be  responsible 
for  lapses  after  a  certain  period.  The  total  number  of  agents  is 
too  large.     The  majority  of  them  have  not  sufficient  business  exper 
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ience  to  secure  the  largest  amount  of  new  business  at  minimum  ex- 


pense. 


(7) 


The  mortality  rates  of  industrial  insurance  companies  is  ni^ner 


than  it  snould  be,  due  to  superficial  and  careless  medical  examina- 


t  ions. 


(3) 


Children's  insurance  has  been  tne  cause  of  murder  in  individual 


cases  and  serious  and  criminal  neglect  in  others. 


(9) 


Industrial  insurance  could  be  transacted  by  the  state  upon  a 


more  economical  and  satisfactory  basis  than  by  private  companies. 


(10) 


Government  insurance  or  a  state  provision  for  irorkingnen  and 


tneir  families  in  the  event  of   

(1)  sickness, 

(2)  incapacity, 

(3)  accident, 

(4)  unemployment, 

(5)  old  a^e 

would  be  a  desirable  substitute  for  the  present  methods  of  indus- 
trial insurance  companies. 
In  answering  these  criticisms  and  objections,   it  may  be  said  that  many 
of  them  fall  to  pieces  upon  a  careful  study  and  accurate  knowledge  of  the 
facts  of  tne  business.     Pacts  are  the  important  tnin^  to  consider.     The  bus- 
iness has  developed  on  the  basis  of  the  contract.     Its  advantages  and  costs 
are  fully  understood  by  anyone  having  tne  most  elementary  conception  of  what 
life  insurance  really  is.    Lord  Hoonouse  from  Mac^ay's  "State  and  Cnarity" 
wrote   

"If  in  any  practical  matter  we  lose  signt  of  tne  maxim  that  we  must  of- 
fer to  the  people  the  fehiag  they  want  and  not  the  tning  they  do  not  want; 
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that  the  users  of  an  article  are  in  the  long  ran  (longer  op  shorter  accord- 
ing to  the  simplicity  of  the  article)  the  only  available  judges  of  its  value 
and  that  the  exertions  of  mankind  must  be  stimulated  by  their  interest,  we 
shall  come  to  disaster." 

Industrial  insurance  is  family  insurance  particularly  adapted  to  the 
conditions  of  the  workingman  and  concentrated  among  the  industrial  popula- 
tion of  our  cities.    The  mortality  of  this  class  exclusively  is  much  higher, 
as  we  have  seen,  than  that  of  the  general  population.     As  we  have  indicated 
previously,  tne  elements  of  age,  sex,  race,  nativity  and  occupation  of  this 
part  of  the  population  are  important  factors  in  our  problem  of  the  mortality 
of  industrial  risks. 

A  consideration  of  the  chief  points  of  controversy  will  throw  some  ligh' 
on  the  facts  of  the  business  in  the  matter  of  the  practices  and  experience 
of  the  companies  transacting  industrial  business  in  the  United  States  at  the 
present  time. 

It  is  said  that  premium  charges  are  too  high.     That  premiums  are  high 
is  very  true;   but  that  premiums  are  too  high  does  not  follow.     There  are  two 
elements  that  require  to  be  taken  into  account. 

(1)  Insurance  protection, 

(2)  Accomodation,  (the  collection  of  weekly  premiums  at  the  houses  of 

the  insured). 
Premium  charges  are  determined   

(1)  By  the  mortality  of  the  class  of  risks  accepted, 

(2)  By  the  experience  of  administration. 

In  comparing  ordinary  and  industrial  rates,  aocomodat  ion  must  be  considered. 
Industrial  insurance  is  insurance  at  retail;  ordinary  insurance  is  insurance 
at  wholesale.     Industrial  insurance  is  adapted  to  the  needs  and  economic 
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necessities  of  trie  class  of  people  to  which  it  applies.     In  order  to  make  in  • 
surance  possible  for  these  people,   it  mast  be  in  such  a  form  that  to  the  in- 
surance protection  is  added  tne  necessary  modifications  and  conveniences 
which  make  the  plan  possible  for  the  laboring  classes.     Even  if  no  conveni- 
ences were  necessary  to  be  added,  the  rate  would  be  higher  than  in  ordinary 
forms  because  of  the  relatively  nigher  mortality  prevailing  among  the  indus- 
trial classes.     The  cost  of  a  commodity,  of  course,  depends  on  the  relation 
of  supply  and  demand.     Premiums  should  be  paid  promptly;  often  when  the  col- 
lector calls,  the  policyholder  is  not  at  nome  and  the  agent  must  call  sever- 
al times  in  the  same  week,  all  of  which  takes  time  and  work.     Tnis  means 
added  expense.     It  is  just  as  easy  to  collect  a  fifty  cent  premium  as  a  five 
cent  one  and  thus  the  lower  premium  policyholder  gets  the  most  accomodation 
relative  to  his  money.     Agents  have  thus  far  been  found  to  be  indispensable. 
Agents  receive  commissions  on  industrial  business  of  at  least  fifteen  times 
the  face  of  tne  policy.     An  average  sized  debit  includes  about  1,200  policy- 
holders, with  say,  four  persons  tc  a  family,  makes  330  calls  weekly,  at  leasl  , 
for  the  agent  in  the  collecting  of  premiums  alone. 

Further,  the  superintendents,  assistants,   inspectors  and  medical  exam- 
iners are  paid  for  the  legitimate  services  which  they  perform.     The.  business 
is  managed  according  to  the  principles  of  accomodation,   involving  the  necess- 
ity of  the  collection  of  premiams  from  the  houses  of  the  insured. 

Tnus  we  see  the  real  causes  underlying  the  fact  that  industrial  premium; 
are  high.    Premiams  are  scientifically  adjusted  and  any  practical  means  of 
reducing  expenses  would  be  adopted  by  .the  companies.     The  expenses  of  tne 
industrial  insurance  company  have  often  been  attacked  as  extravagant  and  a 
form  of  needless  waste.     A  fair  treatment  abd  consideration  of  the  facts  of 
the  case  is  the  best  answer. 
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Every  insurance  premium  as  we  before  stated,  may  be  divided  into  three 
parts   

(1)  The  mortality  part, 

(2)  Tne  reserve  part, 

(3)  The  expense  part. 

There  nay  also  be  said  to  be  a  surplus  part.    The  high  cost  of  industrial  in 
surance,  that  is  the  rate  of  benefits  relative  to  the  premium  charged,  is 
due  to  two  factors,  the  mortality  factor  and  the  expense  factor.    The  mort- 
ality factor  is  only  a  small  one  in  its  effect  toward  added  cost  compared 
with  the  expense  factor.     It  is  tnis  expense  factor  that  will  demand  our 
attention.    Causes  of  this  high  expense  ratio  are  — 

(1)  The  necessity  of  having  a  large  field  force  for  collection  and 

canvassing, 

(2)  Commissions  on  new  business  that  must  be  paid  in  order  to  place 

the  business, 

(3)  Tne  necessity  of  supervision  of  the  agents  in  the  field  and  of 

keeping  accounts  with  each  of  them  at  the  home  office, 

(4)  Home  office  expense  augmented  by  the  large  number  of  policies  for 

small  amounts,  which  are  the  expense  of  tne  business. 

io)    The  cost  of  medical  inspection  and  examination  for  tne  industrial 
policies.     This  expenditure  is  necessary  and  pays.     It  prevents 
adverse  selections  and  fraud.     The  companies  do  not  want  extrem 
ly  poor  applicants  because  of  the  risKs  of  lapsing;  also  becaus 
of  the  moral  hazards,  sanitation  and  otner  questions. 

(6)    Death  claims  are  prepared  without  charge  and  paid  with  promptness, 
very  often  by  telegraph. 
The  many  points  of  difference  in  the  nature  and  operation  of  the  business, 
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between  industrial  and  ordinary  insurance  mast  be  taken  into  consi derat ion. 
It  is  then  and  then  only,  that  the  many  so-called  unnecessary  and  unwarrant- 
ed expenses  dissolve  into  urgent  necessities.     The  average  policy  sura  insur- 
ed in  ordinary  business  is  about  $  2,400  while  the  average  amount  in  indus- 
trial is  about  $  140.     The  amount  of  clerical  wors  is  many  times  that  of  ord 
inary,  or  based  on  the  relative  amounts  of  the  face  of  policies  in  the  two 
forms,  about  eignteen  to  one.     But  ire  find  that  the  expenses  of  ordinary 
and  industrial  insurance  companies  compare  as  two  and  one-fourth  to  one;  a 
fact  wnicn  makes  industrial  insurance  appear  as  unusually  cheap.  Consider- 
ing the  return  for  the  money  expended  in  the  two  cases.    The  agency  forces 
make  tens  of  millions  of  calls  annually  where  in  ordinary  insurance  not  a 
single  call  is  made.    Tne  agents  must  canvass  for  new  business,  write  applic 
tions  and  instruct  tne  branch  office  to  send  the  medical  examiner  to  the  ap- 
plicant.    Then  the  forms  are  returned;   sent  to  the  nome  office;  inspected; 
passed  and  records  are  made  of  the  insurance  of  the  policy  in  all  the  vari- 
ous departments  of  the  home  office.     The  policy  is  then  returned  to  the  a- 
gency  and  recorded;  the  agent,  then  delivers  the  policy  to  the  applicant  of 
the  same.     This  detail  is  necessary  simply  for  the  issuance  of  a  policy,  be- 
sides all  the  other  details  connected  with  collections,  claims,  revivals, 
transferals  and  many  other  items  which  enter  into  daily  office  routine. 

Tnis  is  pronounced  by  some  critics  to  be  a  "wicked  waste."    Scores  of 
otner  ways  and  met  nods  nave  been  tried  and  nave  failed,     iven  tne  British 
government,   in  taking  over  tne  business  of  life  insurance,  found  it  necessary 
to  adopt  t.ne  methods  of  the  private  companies,   in  their  conduct  of  the  busi- 
ness.    The  cause  of  all  this  expense  lies  in  human  nature.    Feople  will  vol- 
untarily seek  fire  insurance  protection  of  their  property,  but  they  must,  in 
general,  be  solicited  for  that  very  essential  form  of  protection  to  their 
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families  and  dependents,   life  insurance.     The  present  system  is  the  only 
practioal  one  thus  far  evolved.     Intelligent  criticism  is  good.  ?ault-find- 
ing  is  easy;   bat  it  really  difficult  to  improve.     Insurance  experts  know 
most  about  the  business  and  its  needs  and  requirements.     The  industrial  clas 
es  demand  insurance.     They  must  have  it  at  retail  as  a  retail  price  i3  all 
they  can  afford  to  pay. 

The  wnole  agency  system  has  been  attacked.     It  is  sai  1  that  it  is  un- 
duly expensive  and  that  if  it  could  be  dispensed  with,  a  great  saving  would 
result.     This  is  very  true,  but  it  cannot  be  dispensed  oith. 

The  Snglish  post  office  insurance  experiment  advocated  by  31adstone, 
under  the  direction  and  auspices  of  the  government  has  not  thus  far  been  a 
success.     The  rates  charged  by  the  government  are  no  cheaper  than  those  char 
ed  by  the  private  companies.     Various  other  schemes  of  no-agent  insurance 
have  largely  turned  out  to  be  failures.    Policyholders  demand  and  are  willin 
to  pay  for  the  services  of  collectors.    This  item  is  inseparable  from  the 
general  expense  column. 

On  the  other  nand,  agents  themselves  are  poorly  paid.     The  companies 
hold  them  very  closely  in  the  matter  of  lapses,  paying  only  commissions  on 
increase.     Part  of  their  income  is  derived  from  writing  ordinary  business. 
The  industrial  agent  is  essential  to  the  business;  without  him  the  plan  has 
not  thus  far  been  able  to  exist. 

The  lapse  question  is  a  very  generally  misunderstood  one  among  many 
critics,  as  has  been  cited  above.     The  initial  expenses  of  writing  new  busi- 
ness plus  the  cost  of  the  medical  examination  are  very  heavy.     Only  one  pre- 
mium payment  is  required  to  be  paid  down.     No  other  payments  need  to  be  made 
by  the  insured  in  order  to  take  out  an  industrial  policy.     Thus  it  is  very 
easy  to  lapse  the  policy  and  in  fact  very  many  do  lapse  their  policies  with- 
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m  the  first  six  weeks.     There  is  a 

grace  period  in  the  payment  of  premiums 

of  four  weeks,  during  wnich  tine  the  policy  continues  in  force,  so  that  with 

the  payment  of  only  two  weeks,  six 

weeks  of  insurance  protection  may  be  se- 

cured.     Every  possible  effort  is  made  by  the  companies  to  reduce  lapses,  in 

the  form  of  literature;   instructions  to  agents 

and  especially  in  the  manner 

of  payment  of  commissions  to  agents 

on  increase 

only.     Revivals  are  made  ex- 

ceptionally  easy.    There  are  no  charges  for  re- 

ins  tat  erne  nt.     Very  of tens 

loans  or  liens  on  policies  are  given. 

According  to  lir.  Hoffman  

the  industrial  lapse  rate  is  shown 

nere  for  two 

of  the  largest  American  com- 

panies,  for  the  years  1900-1904. 

Metropolitan  experience,   

Issue  of    First  year    Second  year 

Third  year 

Fourth  year      Fifth  year 

1900           34.34  %         13.64  I 

5.37  % 

3.03  %             2.36  1o 

1901           32.15  19.33 

5. 26 

3.43 

1902           33.90  19.33 

5.79 

1903          33.95  19.32 

1904  35.51 

Prudential  experience,   

Issue  of    First  year    Second  year 

Thirl  year 

Fourth  year      Fifth  year 

1900           37.51  t         22.37  % 

5.71  * 

3.39  %             2.61  % 

1901           40.92  19.69 

5.07 

3.79 

1902           37.25  13.31 

5.95 

1903           35.17  19.33 

1904  35.43 

Lapses  are  not  by  any  means  a 

source  of  profits  to  the  companies,  but 

they  are  a  distinct  loss  and  it  is 

for  this  reason  that  the  companies  do 
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everything  in  their  power  to  reduce  the  lapse  rate  just  as  far  as  possible. 
The  average  initial  cost  in  1904  was  $  2.07  per  policy.     The  average  time 
for  which  premiums  were  paid  was  6.05  weeks  for  the  first  year's  lapses. 
Due  to  the  payment  of  large  initial  costs,  there  results  a  large  loss  to  tne 
companies  due  to  lapses.     The  lapse  question  is  of  more  importance  to  the 
company  than  it  is  to  the  policyholder.    Sverything  that  ingenuity  has  in- 
vented has  been  done  by  the  companies  in  an  endeavor  to  stop  or  at  least 
lower  the  lapse  rate. 

In  a  consideration  of  the  lapse  question,  the  conditions  of  life  must 
be  taken  into  consideration.    These  are  exceptional  in  the  United  States. 
The  population  includes  many  elements.     A  large  percentage  of  these  are 

oreign  born.  Life  is  not  as  fixed  and  settled  in  the  United  States,  especi 
ally  la  the  large  cities,  as  it  is  in  Baropaan  eoantriee.  ^e^o'/His*  sran 
ferals  are  the  cause  of  amny  lapses.  There  is  a  mors  or  less  shifting  and 
unsettled  condition  among  the  industrial  workers.  The  experience  of  the 
continental  insurance  companies  snows  a  different  result,  than  that  of  the 
English  and  American  companies.  There  is  quite  a  consiierable  lapse  rate, 
but  there  is  not  so  large  a  lapse  rate  during  the  first  thirteen  weeks.  It 
seems  to  be  more  evenly  distributed  over  a  greater  length  of  time.  Of  course 
the  conditions  of  life,  the  methods  of  business  and  the  radical  characterist 
ics  account  for  the  differences  in  the  lapse  rates  in  the  various  countries. 
One  encouraging  aspect  of  the  situation  is  the  fact  that  the  revival  rate  is 
increasing;  in 

1895           5.21  percent, ■ 

1900  —11.14  percent, 

1904  —  16.03  percent.      (From  Hoffman). 
The  importance  of  the  lapse  rate  will  diminish  as  the  companies  grow  older. 
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Infantile  or  children's  industrial  insurance  is  a  subject  that  has  a- 
roused  much  public  attention  and  much  attempted  legislative  action.     It  3eem 
that  in  past  years,  certain  well-intending  people,  mainly  charity  workers 
and  those  interested  in  the  question  of  philanthropy,  social  betterment  and 
the  uplift  of  the  industrial  classes,  but  who  were  clearly  unacquainted  with 
the  facts  of  the  case,   nave  charged  tnat  children's  insurance  was  the  cause 
of  child  murder  or  infanticide  in  some  cases  and  in  many  cases  the  cause  of 
neglect  and  slow  starvation,  for  the  insurance  money. 

In  the  first  place,  during  all  tne  years  of  trie  business  in  this  coun- 
try, tnere  has  never  been  a  single  case  proven  of  infanticide  in  the  courts. 
?urtner,  many  state  legislatures  at  various  times  have  had  the  question 
brougnt  before  them  by  charity  people  witn  the  request  tnat  that  form  of  in- 
surance be  eliminated  and  forbidden  in  that  state.     After  a  thorougri  study 
of  the  case  and  upon  acquaintance  with  the  facts,  legislatures  turned  down 
the  proposition  of  insurance  pronibition  in  tnat  state.     This  was  true,  with 
but  one  exception;  that  state  being  Colorado.     Pne  action  of  tne  Colorado 
legislature  was  there  due  to  lobbying,  but  the  situation  there  was  afterwards 
righted. 

The  insurance  of  children  is  a  highly  desirable  form  of  industrial  in- 
surance.    It  promotes  the  idea  of  thrift  and  saving  within  the  child's  mind, 
wnich  in  later  years  leads  to  the  taking  out  of  larger  insurances.     The  forms 
are  so  written  that  they  may  be  converted  readily  into  adult  forms  wnen  the 
child  arrives  at  the  proper  age.     It  is  the  last  form  of  insurance  to  wnich 
public  sentiment  was  brought  to  favor.  ■  It  is  now  seen  clearly  that  it  is 
just  as  important  to  insure  the  child's  life  as  it  is  any  other  member  of 
the  family,  especially  where  the  margin  Detween  income  and  subsistence  is  so 
very  small,  as  it  is  in  many  families  of  the  industrial  classes. 
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Children's  insurance  is  taKen  out  by  those  laborers  who  take  the  best 
care  of  tneir  children;   who  are  the  thrifty,  careful  and  comparatively  well- 
to-do  of  the  working  people.     It  is  often  said  that  the  poor  love  their  chil 
ren  more  than  the  rich.     However  that  may  be,  they  are  not  indifferent  about 
the  welfare  of  their  children  and  will  sacrifice  much  for  them.    The  origi- 
nal agitation  against  children's  insurance  started  from  a  supposed  case  of 
infaniticide  in  1343  in  Bngland.     This  case  was  never  proven.     But  from  this 
the  idea  smarted  and  spread  that  children's  insurance  was  harmful  and  contra 
ry  to  principles  of  public  welfare.    Practical  considerations  point  to  the 
error  in  counting  children's  insurance  witn  infanticide  because  of  tne  fact 
that  the  benefits  are  never  more  than  tne  actual  funeral  and  attending  ex- 
penses of  the  burial  of  the  child.     The  benefits  are  limited  by  law,  increas 
ing  as  the  child  ^rows  older. 

So  that  the  charges  of  child  murder  nave  never  been  sustained,  and  on 
the  other  hand  public  opinion  has  changed  and  now  realizes  fully  the  immense 
advantage  to  the  industrial  family  of  this  form  of  protection. 

Regarding  the  question  of  mors  liberal  policy  provisions,  the  policies 
now  provide  for  paid-up  policies,  additional  benefits,  cash  dividends  after 
fifteen  years,  cash  surrender  values  and  otner  provisions.     Faid-up  policies 
are  granted  after  three  years  and  are  computed  on  the  same  principles  as 
those  in  ordinary  insurance.     Surrender  values  are  as  a  rule  necessarily  low, 
because  it  takes  several  years  before  the  deficit  to  the  company  due  to  initi 
al  expenses  and  the  cost  of  placing  the  insurance,  is  made  up,  neglecting 
any  accumulated  reserve.     Surrender  values  cannot  be  given  if  the  reserve 
does  not  exist  in  the  form  of  funds  to  the  company,  out  of  which  those  sur- 
render values  must  be  paid.     The  insured  has  the  option  of  course  of  paid-up 
or  extended  insurance. 
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Medical  examinations  or  inspections  are  conducted  on  all  applicants  for 
insurance,  but  not  witn  the  same  thoroughness  as  in  ordinary  insurance.  The 
examination  is  sufficient  for  the  end  in  view,   seeping  out  chronic  diseases 
and  physical  and  mental  imperfections.     For  tne  lower  amounts  of  industrial 
policies,  as  we  have  seen,  the  agent  himself  may  conduct  the  inspection  and 
for  the  higher  amounts  the  medical  examiner  inspects  the  risss.     The  thor- 
oughness of  the  examination  increases  witn  the  increased  amount  of  insurance 
applied  for,  very  naturally.     Tne  remuneration  is  only  twenty-five  cents  per 
examination  but  since  a  large  number  are  made,   it  is  a  sufficient  compensa- 
tion.    A  certain  selection  of  risks  is  made  and  that  is  all  that  is  desired 
in  this  form  of  insurance.     Applicants  having  tubercular  trouble,  chronic 
diseases,  poor  family  history  or  having  marked  physical  defects  of  any  kind 
are  rejected.     Industrial  insurance  is  designed  for  the  industrial  classes 
and  too  rigid  examinations  would  entirely  defeat  the  purpose  of  the  insur- 
ance. 

State  insurance,  or  government  owned  and  regulated  insurance  has  been 
advocated  very  strongly  from  time  to  time  by  certain  well-meaning  reformers. 
This,  of  course,  is  usually  classified  under  two  parts,  voluntary  and  com- 
pulsory. 

Voluntary  state  insurance  has  been  tried  in  3ngland.     Under  the  Glad- 
stone plan,  the  British  government  entered  the  insurance  field,  as  was  state: 
before.     The  system  was  a  failure.     It  did  not  come  up  to  the  expectations 
of  Gladstone.     He  pronounced  invectives  against  the  private  companies  but 
was  unable  to  devise  a  scneine  that  was.  equal  to  the  private  company  scheme. 
The  premiums  were  .just  as  high  as  before,  although  tne  convenience  and  accomc  - 
dation  of  the  private  companies  was  not  offered  by  tne  government.  Human 
nature  wqs  the  prime  factor  defeating  his  plan.     It  did  not  meet  the  needs 


191 

and  requirements  of  the  industrial  class.     As  the  government  plan  has  been 
decreasing  in  importance  from  year  to  year,  so  the  private  companies  have 
been  expanding  and  developing  millions- of  policies  annually.     There  have 
been  various  plans  of  government  insurance,  but  this  one  had  the  most  promis 
ing  future.     Tne  cnaracteristic  ending  and  decline  tnat  all  nave  taken  is  an 
illustration  of  the  failure  of  the  government  plans. 

Compulsory  insurance  by  tne  state  is  characteristic  of  the  German  plan. 
This  scheme  is  unique  in  Germany,  as  it  now  embraces,  accident,  sickness, 
invalidity  and  old  age  insurance.    There  the  insurance  is  notning  more  tnan 
liability  paid  by  the  workingman  in  a  compulsory  manner.     Its  success  nas 
been  fairly  good,  but  not  exceptionally  good,   because  it  has  been  found  tnat 
wnen  the  employer  is  relieved  of  all  responsibility  to  his  employees,   in  the 
matter  of  accidents  and  sickness  and  exposure  to  his  employees,  by  this  plan 
of  insurance,  that  the  numbers  of  industrial  accidents  and  carelessness  on 
the  part  of  tne  managements  have  increased  very  materially,  (Hoffman;  Con- 
gress of  Actuaries,  Berlin,  1906;  Report  on  Industrial  Insurance). 

Compulsory  insurance  in  reality  is  a  method  of  employer's  liability, 
poor  relief  and  state  charity  under  anotner  name.     tfnen  a  person  is  forced 
to  do  a  thing,  it  takes  away  a  large  part  of  the  pleasure  and  satisfaction 
in  the  doing  of  it.     All  the  advantages  of  self-help,  of  voluntary  effort 
are  removed,     gvidence  of  the  social  and  economic  advantages  and  results  of 
the  German  compulsory  system  are  conflicting.     But  industrial  insurance,  as 
such,  is  meant  to  be  a  voluntary  effort  on  the  part  of  the  individual  toward 
a  higher  plane  of  economic  independence. 

Another  very  generally  misunderstood  point  in  regard  to  the  experience 
of  the  industrial  companies  is  in  the  matter  of  profits  accruing  to  the  bus- 
iness and  to  the  companies  as  tne  result  of  their  widespread  operations. 
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The  pnenorainal  success  of  the  Prudential  Company  of  London  led  people 
in  general  to  believe  that  enormous  returns  could  be  expected  from  the  busi- 
ness,  in  industrial  investments  in  the  United  States.     Since  then  many  ven- 
tures have  started  in  this  country  and  failed.     The  original  shareholders  of 
the  London  Prudential  lost  all  they  had.     People  look  at  the  forty  percent 
cash  dividends  which  that  company  is  apparently  declaring  upon  a  capital 
which  is  largely  the  result  of  stock  dividends,  or  the  capitalization  of  sur 
plus.     Conditions  are  different  in  England  and  in  the  United  States.  Past 
and  present  periods  are  also  different.    Such  a  high  rate  of  profits  would 
not  be  countenanced  in  the  United  States.     But  taking  the  case  of  the  Prud- 
ential of  London,   

(1)  The  Prudential  was  well  along  in  its  career  before  it  accumulate 
a  reserve.  Even  now  it  is  not  subject  to  governmental  requirements 
as  in  this  country.  Many  failures  are  due  to  stringent  reserve  re- 
quirements in  tne  first  year  of  policy  duration.  The  Prudential  of 
London  is  now  on  three  percent  English  Life  Tables.  If  it  had  been 
on  this  basis  at  the  beginning  of  its  existence,  it,  too,  would 
have  failed.     But  stringent  reserve  laws  are  a  very  desirable  thing 

(2)  The  Prudential  did  not  grant  paid-up  insurance  until  very  much 
later  than  its  start.     This  is  what  broke  up  the  United  States  In- 
dustrial of  Newark,  (then  the  fourth  largest  company  in  the  United 
States) . 

(3)  Prudential  territory  in  the  British  Isles  was  very  small;  the 
population,  dense;  also  it  nad  no  competitor;   liberal  features  are 
against  the  success  of  new  companies. 

(4)  But  the  most  important  difference  lies  in  the  fact  that  the  free 
don  of  contract,  both  under  law  and  under  tne  influence  of  public 
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opinion  is  enormously  greater  on  tne  other  side  of  the  Atlantic 
than  on  this.     Enormous  profits  are  allowed,  sanctioned  and  approv- 
ed there;  not  so  here,     further,  the  ordinary  business  nas  been 
giving  dividends  at  tne  expense  of  the  industrial  business  in  Eng- 
land.   The  two  are  Kept  entirely  separate  in  this  country.* 

Prom  what  source  are  profits  derived?    Clearly  tney  are  not  from  tne 
excessive  premiums  charged;  for,  the  reduction  of  one  cent  in  each  weekly 
premium  on  the  policies  of  industrial  insurance  "would  bankrupt  the  strong- 
est industrial  company  in  five  years,"  (Haley  Fiske,  first  vice-president  of 
the  Metropolitan  Life  Insurance  Company).     Profits,  whatever  they  may  be, 
come  from  the  annual  "turnover,"  the  use  of  accumulation,  the  gains  from  ex- 
cess interest  received  over  the  assumed  rate,  also,  occasional  gains  from 
mortality  and  from  some  chance  savings  in  tne  expense  rate.     American  com- 
panies use  tables  based  upon  their  own  experience. 

The  Metropolitan  cnarter  allows  only  seven  percent  dividends  to  the 
stockholders.     The  same  is  true  of  the  Prudential,  (or  was  before  its  mutual- 
ization).     A  fair  return  is  legitimate,  but  it  must  not  be  excessive.  Sur- 
plus and  accumulated  funds  go  to  the  policyholders. 

Professor  Henderson  and  many  other  writers  show  their  lack  of  knowledge! 
of  the  facts  of  the  case  when  they  assert  that  the  profits  from  the  business 
are  excessive  and  that  the  companies  are  operated  solely  for  profit. 

As  a  last  and  convincing  evidence  tnat  tne  profits  and  returns  from  the 
industrial  business  are  very  far  from  being  large,  let  us  note  the  last  act 
on  the  part  of  tne  administration  of  tne  Prudential.     Since  January  1,  1919, 
is  was  noted  above,  it  has  been  a  mutual  company.     It  is  now  on  a  mutual  bas- 

*From   a   report   on   the    "Profits   of    Industrial    Insurance"    by    Haley  Piske, 
United    States    Review,    Anniversary  Number. 


%94 

is,  and  it  is  understood  that  t tie  policy  of  tne  company  will  not  be  materi- 
ally changed  as  a  result  of  tnis  action.     So  liberal  nas  the  company  been  in 
the  past,  that  the  same  policies  will  continue  under  the  mutualized  form  of 
administrat ion  and  organization.     Tne  VIetropol itan  Company  is  also  taking 
steps  to  routualize  and  will  soon  be  on  tne  same  basis.     The  John  Hancock 
Company  of  Boston  has  long  been  a  mutual  company.     The  tendencies  and  plans 
of  the  companies  clearly  point  out  the  fallacy  of  the  idea  that  excessive 
profits  result  from  the  transaction  of  this  business. 
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CHAPTER  VII. 

Thb  Future  op*  Industrial  Insurance. 
*    *  * 

Having  trace!  the  development  of  industrial  insurance  and  treated  its 
present  status,  we  now  inquire  into  its  probable  future.    The  future  of  any 
large  business  is  lively  to  be  estimated  upon  the  basis  of  past  records, 
practices  and  experiences,     ife  shall,  tuerefore,  estimate  the  future  of  in- 
dustrial insurance  on  this  basis,  assuming  no  radical  cnange  to  take  place 
in  the  social  and  economic  condition  of  the  laboring  classes,  and  further, 
assuming  that  the  same  humanitarian  impulses  will  guide  the  future  directors 
that  actuated  the  founders  of  the  business.     Ifhat  then,   is  the  probable  fut- 
ure of  industrial  insurance?    Ifhat  may  we  expect  with  a  reasonable  degree  of 
certainty,  that  the  future  policy  of  the  business  will  be?    Industrial  in- 
surance has  a  distinct  work  to  perform  for  tne  industrial  classes.     It  is 
supplying  an  important  need  of  tnese  people.     Is  it  supplying  this  need  in 
an  economical  and  efficient  manner?    Is  it  a  trusted  servant  of  the  people? 

The  companies  have,  from  the  very  earliest,  maintained  a  voluntary  pol- 
icy of  liberality  to  their  policyholders,  in  so  far  as  liberality  was  in 
conformity  with  security  and  safety. 

Consider  tne  matter  of  policy  provisions.     The  industrial  policy  has 
evolved  from  a  form  of  rigid  rules  and  provisions,  narrow  and  confined  in 
its  allowances,  high  in  its  cost  of  protection,  and  relatively  low  in  the 
amounts  of  benefits  to  its  beneficiary  in  the  case  of  the  death  of  the  poli- 
cyholder.    It  has  evolved  from  this  form,  to  one  of  broad  and  liberal  provi- 
sions, more  expensive  to  be  sure  than  the  ordinary  policy  of  the  same  size 
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in  actual  amounts  of  premiums  but  perhaps  Jess  expensive  than  the  ordinary 
policy,  when  the  convenience  and  accomodation  given,  are  considered.  In 
commercial  phraeology  the  industrial  policyholder  is  in  the  present  evolved 
form  of  his  policy,  "getting  his  full  money's  worth."    Especially  is  this 
true  when  the  industrial  policy  is  compared  with  the  ordinary  policy.  How 
is  this  possible?    It  is  due  primarily  to  the  fact  that  industrial  insurance 
is  a  large  scale  enterprise.     Millions  of  operations  of  all  kinds  are  trans- 
acted weekly  by  experts  in  their  lines.     System,  efficiency  and  a  high  degree 
of  co-operative  division  of  labor  is  found  in  an  industrial  insurance  home 
offics  of  a  large  company,     lie  have  all  the  savings  accruing  from  transact- 
ing a  business  on  a  large  scale,  and  the  liberal  policy  of  the  companies, 
gives  the  policyholder  all  the  advantages  of  this.     Yet  the  companies  are 
continually  striving  to  lower  expenses  and  are  succeeding  in  tnis  gradually 
and  surely  from  year  to  year. 

During  the  past  years  tne  companies  nave  nad  a  continual  record  of 
granting  some  increased  liberality  in  the  matter  of  policy  provisions  or 
tne  reduction  of  rat3s  or  increased  benefits  in  some  form  or  other.     As  they 
grew  in  si^e  and  strength  and  past  experience  taught  them  that  this  step 
could  be  safely  ta^en.     Tne  Metropolitan  and  Prudential  Companies  have  led 
the  way  in  this  respect,  being  tne  pioneers  in  the  business  and  at  the  same 
time  by  far  the  largest  companies  in  the  business  in  the  United  States. 
They  early  granted  the  option  of  settlement  by  paid-up  insurance.     Very  len- 
ient provisions  for  re-instatement  were  granted  to  policyholders  who  were 
forced  to  drop  their  insurance  because  of  the  hard  times  in  1 3 9 3 •     Later  the 
immediate  benefits  on  all  policies  were  increased  and  eash  surrender  values 
were  granted.     Certain  restrictions  in  the  disease  clause  were  removed;  all 
payments  were  made  to  cease  at  age  75  on  the  i if e  , pol icies.     More  liberal 
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concessions  ware  granted  to  re-instate  lapsed  business.  Voluntary  dividends 
were  granted.  Then  the  lien  clause  was  inserted  in  the  industrial  policy; 
infantile  rates  were  lowered  in  reality  by  increasing  the  benefits  on  this 
form  of  policy.  These  provisions  and  increased  liberalities  were,  when 
adopted,  made  retro-active  on  policies  then  in  force.  Until  now  as  the  lat- 
est step  toward  liberality,  the  Prudential  has  mutualized  and  the  Metropoli- 
tan has  already  taken  steps  along  the  same  line.  This  means  compulsory  divi 
dends,  if  any  surplus  accrues  whatsoever  from  the  business,  because  all  sur- 
plus funds  that  may  accrue  in  the  business  or  any  savings  that  may  be  made, 
are  necessarily  returned  to  the  policyholders  in  the  form  of  dividends. 
This  is  the  meaning  of  a  mutual  company.  The  pol icynolders  comprise  the 
company  and  any  profits  accruing  are  their  profits. 

The  industrial  insurance  business  has  been  developed  on  the  basis  of 
the  contract.     This  contract  is  at  once  so  simple  and  clear  in  its  provision  i 
that  it  is  readily  understood. 

The  early  mortality  tables  were  of  a  somewhat  doubtful  nature  in  the 
calculation  of  premium  rates,  but  the  prevailing  high  death  rates  suggested 
extreme  caution,  and  higher  charges  than  subsequent  experience  proved  neces- 
sary. In  tne  course  of  time  benefits  were  increased  and  all  the  changes  wen 
made  retro-active. 

As  a  result  of  this  policy  of  liberality  and  sound  business,  vast  sums 
have  been  paid  to  policyholders  in  the  form  of  voluntary  financial  conces- 
sions.    These  concessions  have  been  an  integral  part  of  the  business,  liber- 
alizing practically  every  policy  feature.     The  companies  as  a  result  have 
gained  the  confidence  of  the  wage-earners,  who,  to  an  ever  increasing  extent, 
are  converting  the  system  of  industrial  insurance  into  a  more  nearly  univer- 
sal provident  institution. 
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tfnat  has  been  done  in  the  past  in  the  matter  of  liberalizing  features 
in  policies  /till  probably  be  continued  in  tne  future  on  a  still  greater 
scale,  as  a  result  of  vast  experience  of  the  companies  accumulated  in  the 
past  years.     When  the  insistent  efforts  of  agents  to  canvass  new  business 
are  no  longer  required  to    the  extent  and  under  the  trying  conditions  common 
to  the  business  in  the  past,  still  more  can  be  accomplished. 

Industrial  insurance  companies  have  especially  made  significant  progress 
in  several  important  directions. 

(1)  The  expense  rate  has  been  gradually  diminished, 

(2)  Tnere  has  been  a  corresponding  decrease  in  the  lapse  rate, 

(3)  There  has  also  been  an  improvement  in  the  revival  rate. 

(1)  There  has  been  a  reduction  of  the  expense  rate.     There  has  been 

a  gradual  but  steady  reduction  of  tne  expenses  of  the  companies  in 
proportion  to  the  volume  of  business  transacted.     Tnere  is  a  high 
decree  of  probability  that  this  will  continue  in  the  future,  as  it 
has  done  in  the  past.     He  have  the  economics  of  large  scale  enter- 
prises combined  with  the  results  of  experience.     Tne  ratio  of  ex- 
penses was  reduced  from* 

47.1  percent  of  tne  total  income  in  1900 
to  43.2  percent  of  tne  total  income  in  1903 
to  33.3  percent  of  the  total  income  in  1910. 
These  results  are  for  both  the  Metropolitan  and  the  Prudential  com- 
panies.    A  slight  reduction  of  tne  expense  rate  saves  large  sums  of 
money,  wnich  revert  to  the  benefits  of  policyholders,  heretofore 
largely  in  the  form  of  voluntary  concessions  and  in  the  future  it 
will  be  in  the  form  of  compulsory  or  rather  necessary  financial  con- 

According    to  Hoffman, 
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cessions. 

(2)  There  has  been  a  reduction  of  the  lapse  rate.     There  is  also  a 

very  important  tendency  toward  improvement  in  this  direction  as  in- 
dicated previously.     A  considerable  number  and  proportion  of  lapses 
do  not  represent  a  financial  loss  to  the  insured  in  any  way,  while 
on  the  other  hand,   it  is  a  serious  source  of  loss  to  tne  companies. 
A  considerable  amount  of  industrial  business  is  written  but  never 
paid  for.     These  cases  are  all  reported  and  so  raise  tne  lapse  rate 
above  what  the  actual  rate  really  is.     This  is  very  misleading  to 
the  critic  who  merely  glances  at  the  figures  and  without  examining 
into  the  causes  underlying  them,  prematurely  denounces  the  results 
on  general  principles.     Tne  four  weeks  grace  period  also  materially 
favors  the  insured.     But  due  to  the  persistent  efforts  on  the  part 
of  the  companies,  the  lapse  rate  is  gradually  but  surely  being  low- 
ered and  has  every  lildihood  of  continuing  so  in  the  future. 

There  has  also  been  an  improvement  in  the  revival  rate.  There 
has  been  a  gradual  increase  in  this  rate  during  the  last  decade. 
This  is  due  again,  to  the  continuous  efforts  of  the  companies, 
teaching  and  showing  the  immense  advantages  of  keeping  the  policy 
continually  in  force.     Nothing  is  ever  gained  by  lapsing,  to  either 
party,  either  tne  insured  or  the  company,  except  in  unusual  cases. 
There  has  been  a  lesser  amount  of  unstable  business  issued  and  also 
a  corresponding  saving  in  business  lapsed  but  re-instated.  Revivals 
and  settlements  are  made,  of  course,  without  any  expense  whatsoever 
to  the  insured.     In  1910,  20.9  percent  of  lapsed  policies  were  re- 
vived.   Companies  urge  revivals  just  as  strongly  as  possible.  They 
instruct  tne  field  force  to  exert  their  best  efforts  toward  imorov- 
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ing  the  revival  rate.     Also  in  certain  oases  liens  are  permitted  on 
the  polioies  in  order  to  aid  revivals.     Conditions  for  reinstate- 
ment are  exceptionally  liberal. 
Bvery  improvement  widens  the  scope  of  usefulness  of  industrial  insur- 
ance to  society;  while  the  chief  aim  has  been  to  reduce  t he  cost  of  insur- 
ance,  it  will  probably  be  possible  in  the  future  to  add  new  features  to  the 
contracts.    Companies  cannot  safely  conduct  doubtful  experiments.     On  the 
otner  hand,  policyholders  should  not  be  led  to  believe  tnat  companies  can 
do  so  very  much  more  than  the  contract  provides  for,  since  it  is  the  uncondi- 
tional fulfillment  of  contractural  obligations  on  which  the  companies  rest 
their  chief  claim  for  public  confidence.    Public  faith  is  necessary  in  the 
security  of  the  industrial  policy.     Tne  spirit  of  the  age  is  suggestive  of  a 
decided  broadening  of  the  insurance  function. 

Industrial  companies,   in  their  general  wor^  of  supplying  insurance  to 
meet  the  needs  of  all  classes  of  industrial  workers,  claim,  tnat  by  the  is- 
suing of  intermediate  policies,  they  have  added  in  an  important  way  to  tne 
system  of  industrial  insurance.     The  industrial  companies  now  offer  insur- 
ance to  the  laboring  classes  in  all  gradations  from  weekly  adult  and  infant- 
ile industrial  insurance  to  intermediate  and  ordinary  forms,  payable  on  the 
quarterly,  semi-annually  and  yearly  basis.     Thus,  we  have  insurance  for  ev- 
ery age,  station,  and  financial  condition.     The  future  holds  in  store,  im- 
provements in  all  these  forms  of  insurance,  botn  in  the  matter  of  provisions 
and  rates. 

Industrial  insurance  will  gradually  become  more  widely  distributed  and 
of  still  greater  social  and  economic  value.     Greater  campaigns  for  social 
betterment,  education  and  general  welfare  will  follow.     The  business  rests 
on  a  solid  foundation  of  science  and  finance  in  one  hand,  and  on  public  need 
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on  tfca  otner.  Wonderful  progress  has  been  made  and  will  probably  continue 
to  b8  made  in  the  future  to  an  even  greater  extent.  The  details  of  offioa 
and  field  administration  will  be  still  farther  perfected. 

The  probable  future  of  the  business  of  industrial  insurance  cannot, 
perhaps,  be  better  summarized,  than  to  quote  tne  following  words. 

"fne  future  is  full  of  promise  for  tne  ultimate  development  of  indus- 
trial insurance  as  a  universal  thrift  function  in  the  life  of  the  people  and 
the  record  of  the  companies  during  the  past  is  evidence  that  improvements 
have  been  introduced  whenever  the  accumulated  experience  warranted  a  further 
step  in  advance.     Just  as  it  is  a  recognized  law  of  evolution  that  'no  soci- 
al institution  commences  its  existence  in  a  form  like  that  which  it  eventual- 
ly assumes'  and  that  'in  most  cases  the  unli keness  is  so  great  that  kinship 
between  the  first  and  last  appears  incredible'  so  industrial  insurance  in 
years  to  come  is  certain  to  develop  into  an  agency  of  still  greater  useful- 
ness and  assume  more  and  more  the  character  of  a  vast  social  institution 
through  which  most  of  the  uncertainties  of  life  will  be  effectually  provided 
for."* 

"The  future  of  industrial  insurance  will  be  more  and  more  the  conscient 
ious  effort  of  managements  to  improve  industrial  conditions  and  to  utilize 
great  multitudes  who  are  gathered  in  separate  companies  to  organise  work  of 
social  uplift  and  betterment.     It  will  not  be  a  mere  matter  of  dollars  and 
cents  beyond  prudence  of  management.     It  will  be  the  result  of  broad  views 
of  man's  responsibility  to  nis  fellows."* 

*Mr.    J.    ? .    Dryden,    f  oner   president    of    the    Prudential    Insuranoe  Company 
of  America. 

*Mr.    Haley   Flake,    Vioe-preuident    of   the    Metropolitan   Insuranoe  Company. 
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